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Dear Governor Kempthorne:

On October 10, 2002, you commissioned the Governor’s 2020 Blue Ribbon
Task Force. The Task Force has worked diligently since its inception to
assess the immediate and long-term needs of the State of Idaho, perform an
objective anaysis of the organization and structure of State Government,
and make recommendations that will align the operations of the State
Government to meet the demands of the 21% Century.

We believe we have met your initial expectation to produce a blueprint that
will guide development of an efficient, effective system of government to
serve ldaho for at least the next 20 years.

On behalf of the Governor’s 2020 Blue Ribbon Task Force, we are pleased
to present this final report for your consideration and action. On behalf of
the Task Force members, thank you for the opportunity to serve on this
important project.

Sincerdly,
Chuck Winder J.D. Williams
Co-Chair Co-Chair

317 West Main Street
Boise, ldaho 8373t
208-332-3570, Ext. 320¢
208-334-6455 (fax)
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MESSAGE FROM GOVERNOR DIRK KEMPTHORNE

DATE: October 10, 2002

TO: Governor’s 2020 Blue Ribbon Task Force
Chuck Winder and J.D. Williams, Co-Chairs
2020 Task Force Members

Thank you for serving on the 2020 Task Force. This may be the most comprehensive and
diverse group ever formed to examine the way we govern ourselves in Idaho. The Task
Force includes a broad cross-section of Idaho’s society and economy. Each of you brings
unique talent and ability to thisimportant endeavor. While there may be different
backgrounds or experiences among individual members of the Task Force, | believe each
of you will recognize that the success of this Task Force — and ultimately the true
benefit to Idaho — will come when you join forces to contribute your full talerts and
wisdom to this important project.

The Task Force’s mission is to assess the immediate and long-term needs of the State of
Idaho, perform an objective analysis of the organization and structure of State
Government, and make recommendations that will align the operations of State
Government to meet the demands of the 21% Century.

The Task Force's objectives include:

1. Analyze core services and essential programs; identify priorities for State
Government in Idaho for the next 20 years.

2. Evaluate redundant and ineffective services; outline opportunities to improve
efficiencies and productivity through modernization, consolidation and
privatization of government programs.

3. Recommend opportunities for aggressive use of cost effective technology in order
to enhance accessibility and productivity.

4. Examine the financing of State government, including a comprehensive review of
current and alternative revenue sources.

The 2020 Task Force represents the most intense, the most focused, and the most
thorough examination of our governmental structure in nearly a quarter of a century. This
Task Force has the potential today to make sufficient contributions toward reshaping and
designing tomorrow’ s government.

It will take some commitment of your time to produce a blueprint that will guide
development of an efficient, effective system of government that we hope will serve
Idaho for at least the next 20 years. But, I'm confident that you, and your fellow members
have the experience and ability to achieve the goals I’'m establishing and | pledge to you
the full support of my administration.

Thank you again for accepting the challenge to help in this important project.






]DAHO

Foorus on 'lht l"ulun:

TAsSKk FORCE MISSION

The mission of the Governor’s 2020 Task Force is to assess the immediate and long-term
needs of the State of Idaho, perform an objective analysis of the organization and
structure of State Government, and make recommendations that will align the operations
of State Government to meet the demands of the 21% Century.

OBJECTIVES

1. Analyze core services and essential programs,; identify priorities for State
Government in Idaho for the next 20 years.

2. Evaluate redundant and ineffective services; outline opportunities to improve
efficiencies and productivity through modernization, consolidation and
privatization of government programs.

3. Recommend opportunities for aggressive use of cost effective technology in
order to enhance accessibility and productivity.

4. Examine the financing of State Government, including a comprehensive review
of current and alternative revenue sources.

MEMBERSHIP

The Task Force consisted of two Co-Chairs, forty-eight (48) additiona members, five
Key Committees with two Co-Chairs each, five Support Team Members and other
support staff. A Steering Committee was comprised of the Task Force Co-Chairs, the
Key Committee Chairs and the Support Team Leader. (See Tab 3 for alist of Task Force
members, and Tabs 5, 7, 9, 11, and 13 for Key Committee Chairs and Members.)

RESPONSIBILITIESOF CO-CHAIRS

Manage and direct overall Task Force activities.

Provide resources to Key Committees and Members to achieve objectives.
Monitor and communicate Task Force progress.

Oversee Task Force website, press releases, and articles.

Review and finalize intermediate and long-term findings, recommendations and
action plans.

Assure action plan implementation and follow-up.

STAFF SUPPORT TO TASK FORCE

Administrative Support — Idaho Department of Labor
Roger Madsen
John McAllister
Dwight Johnson
Pat Debban

Governor's Office
Brian Whitlock




Subject Matter Experts
Dewey Hammond, State Tax Commission
John Glerum, Idaho Department of Commerce
Richard Elwood, Department of Administration

Key COMMITTEES

The Task Force was organized into five key committees:

Government Organization and Structure

Revenue and Economic Devel opment

Health and Human Services

Education

Public Safety, Transportation and Natural Resources

The five committees comprised two “functional” committees (Government Organization
and Structure, and Revenue and Economic Development) and three “topical” committees
(Health and Human Services, Education and Public Safety, Transportation, and Natural
Resources). As a result, there was some overlap and/or some gaps when analyzing and
addressing all of state government. However, the two functional committees are basic to
any reorganizational effort, and the three topica committees comprise the large maority
of government expenditures. Coordination and communication between the Committees
was essentia as recommendations were devel oped.

Key Committees considered the needs and potential of Idaho by the year 2020, set
priorities and goals, and evaluated plans and best practices that could be implemented to
achieve those goals and priorities within the Committee’ s area of focus. Each Committee
was tasked to fulfill the Governor’s four objectives and to determine:

Where are we?

Where do we want to be?

What are the challenges and opportunities?
What should we do?

What can we do?

How can we get there?

PuBLIc INPUT AND COMMENT

Task Force and Key Committee meetings were open to the public. The Task Force
continually sought input and feedback from the public, initiating a website,
www.idaho2020taskforce.us, which maintained information regarding the Task Force, its
meetings, and its recommendations. The website aso provide an online mechanism to
submit comments to the Task Force and its Key Committees for consideration. Through
August 18, 2003, 264 individua comments were received and considered by the Task
Force. In addition, the Governor sent a letter to all State Employees encouraging their
comments. All comments received by the Task Force are archived and are available on
CD by contacting John McAllister, Idaho Department of  Labor,
jmcallister@jobservice.us , 332-3570 X 3101.
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DIRK KEMPTHORNE
GOVERNOR
October 11, 2002

Dear State Employees:

This week, the 2020 Blue Ribbon Task Force held its initial meetings to examine government in Idaho. It may
well be the most comprehensive and diverse group ever formed to undertake such a task.

Among the 48 members are farmers, former legislators, corporate CEO’s and leaders in local, State and Tribal
government. There is a four-star Admiral, a teacher of the year, a principal of the year, a college student, state
employees, and an author. The experience and resources these Idahoans bring to this effort are absolutely
incredible.

As I laid out the charge to this group, I told them that one of their greatest resources would be our more than
25,000 state employees and college and university faculty and staff. Each of you has great knowledge and
expertise — not only in the areas where you work, but throughout state government. You are the dedicated and
talented men and women who diligently serve the citizens of Idaho each and every day.

I have encouraged the Blue Ribbon Task Force members to look to you for ideas and suggestions. You are the
individuals who have great thoughts and insight on how we might build on our strengths and improve in areas
where we have opportunities.

To this end, we have provided a number of avenues by which you may submit your ideas:

You may contact members of the task force directly — the membership is listed on the Task Force website at:
http://www.idaho2020taskforce.us/members.htm

You may submit e-mail comments and suggestions through the website's public comment page:
http://www.idaho2020taskforce.us/comment.htm

Or, you may write to the Task Force and mail those comments to one of the following addresses:

Governor Dirk Kempthorne Roger Madsen

State of Idaho Task Force Support Team Leader
Post Office Box 83720 c/o Idaho Department of Labor
Boise, Idaho 83720-0334 317 West Main Street

Boise, Idaho 83735

As a valued state employee, | hope you will take this opportunity to help shape the future of Idaho and develop the

priorities that will guide our state for the next 20 years.
Sincerely,

Oy A

DIRK KEMPTHORNE
Governor

DK/baw

STATE CAPITOL * BOISE, IDAHO 83720 * (208) 334-2100
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GOVERNOR KEMPTHORNE'S2020 BLUE RIBBON TASK FORCE

TASK FORCE CO-CHAIRS:

CHUCK WINDER
President, The Winder Co., Chairman, State Transportation Board, Boise
J.D.WILLIAMS

Director of State and Local Government, PeopleSoft; Past Idaho State Controller, Boise
M EMBERSHIP:

Vema Bahe
Past Chairman, Kootenal Tribe of Idaho, Bonners Ferry

Dave Bivens
Ada County Highway District Commissioner, Former Legislator, Meridian

Art Brown
CEO/Chairman of the Board, HeclaMining Co., Coeur d'Alene

Kelly Buckland
Executive Director, State Independent Living Council, Boise

Jack Buell
President, IMF Company, Inc.; Benewah County Commissioner, St. Maries

Sam Byrd
Executive Director, Idaho Migrant Council, Boise

Steve Casey
Coeur d'Alene High School Principal; 2000 Principal of the Y ear, Coeur d'Alene

Archie Clemins

Retired Admiral, U.S. Navy, President and COO, Caribou Technologies, Boise
Larry Cope

President, Clear Springs Food, Buhl



KaraCraig
CEO, The Children's Home Society of Idaho, Boise

Yvonne Ferrdll
Former Director/ldaho Parks & Recreation, Boise

Millie Flandro
School Administrator and Former Idaho Legidlator, Pocatello

Bill Flory
Farmer, Culdesac

Duane Grant
Grain Producer, Rupert

Doug Gross
Potato Farmer, Wilder

Dr. Rich Hagood
President, Northwest Nazarene University, Nampa

Debbie Hall
Homemaker/Small Business Owner, Twin Falls

Steve Hanks
Washington Group Int., Boise

Guy Hurlbutt
Vice President, Public Policy & Environment, Boise Cascade Corp., Boise

Larry Jeffries
CPA, Travis Jeffries, Boise

John Kee
Chief Executive Officer, Magic Valley Regional Medical Center, Twin Falls

ChristineKing
Chief Executive Officer, AMI Semiconductor, Pocatello

Sherry Krulitz
Shoshone County Commissioner, Wallace

Nancy Larsen
Second Grade Teacher, Ramsey Elementary School; 2000 Teacher of the Y ear, Coeur d'Alene

Darrell Manning
Member, State Board of Education, Former Adjutant General, Former Legislator, Boise

TheHonorable Jim McClure
Former U.S. Senator, Boise/McCall

Nancy Merrill
Mayor, Eagle

Don Mitchdl
Consultant, Boise



Mike M ooney
Vice President, Key Bank, Boise

Annette Murray
Boise State University Student, Boise

Randy Nelson
President, Associated Taxpayers of 1daho, Boise

Tom Nicholson
Board of Directors, Micron Technology, Boise

Randy Olaveson
Ildaho AFL-CIO, Pocatello

Skip Oppenheimer
President & Chief Executive Officer, Oppenheimer Development, Boise

Con Paulos
Owner, Con Paulos, Inc., Jerome

Mark Ricks
Former Idaho Legislator, Rexburg

Jack Riggs
Former Lieutenant Governor, Coeur d'Alene

John Raberts
Washington Group Int. Boise

Jim Shackelford
Executive Director, |daho Education Association, Boise

L ouise Shadduck
Businesswoman, Author, Coeur d'Alene

Dr. Billy Shipp
President & Laboratory Director, Bechtel, Idaho Falls

Ray Smelek
Chairman of the Board, Extended Systems Inc., Boise

John Tippets
Human Resource Manager, Agrium CPO, Former |daho Legidator, Soda Springs

Nancy Vazquez
Immediate Past President, Public Employee Association; Manager, Canyon County Job Service

Judy Woodie
Rancher, Emmett

Darci Yarrington
Executive Director, Voters for Outdoor 1daho, Boise
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EXECUTIVE SUMMARY

Following is an Executive Summary of the Governor's 2020 Blue Ribbon Task Force
Recommendations. The recommendations are arrayed by Committee, and preliminary
(“Prelim”), intermediate (“Inter”), and long term (“LT”) within each Committee. The
complete text of each recommendation can be found behind the Committee tabs 5, 7, 9, 11,
and 13 in the report.

GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
PRELIMINARY RECOMMENDATIONS

GOS PRELIM # 1. Use biennial budgets and appropriations, or make every other year a
“maintenance of current operation” budget.

GOS PRELIM # 2: Reorganize the Division of Vocational Rehabilitation (IDVR), Division of
Professional Technical Education (DPTE), and the Office of the State Board of Education
(OSBE) into one administrative unit with separate budgetary divisions reporting to the
Executive Director of OSBE. The Administrators of the IDVR and the DPTE currently
report to the Executive Director of OSBE but receive separate budgetary appropriations,
which limits the ability to share administrative resources.

GOS RRELIM # 3 Agencies should make al their publications available on the Internet.
When that is not possible (due to the cost, format, volume, or nature of the publications)
agencies should provide Internet-based methods of requesting or ordering publications.

Whenever possible, the legidature should fund, and agencies should provide,
convenient citizen access to government information and services using strategically
placed kiosks, Internet-based applications, and public-use computers in State offices.

GOS RRELIM # 4: All required business and strategic plans must be flexible in their format
and useful to the agency preparing them.

Establish a clearinghouse for sharing agency best practices. Furthermore, agencies
should extend their review of best practices to those of their counterparts in other states.

Establish an official method of piloting new ideas to effect change in State
government.

GOS RRELIM # 5: Provide incentives for agencies to save money and defer spending until
necessary.

GOS PrELIM # 6: Consider consolidating the smaller, independent agriculture-related
entities (primarily the small commodity commissions) in State Government into the
Department of Agriculture.

GOS PRELIM # 7: Change the statutes limiting employee bonuses.

GOS PrELIM # 8: Use incentive pay methods employed by private industry when applicable.

GOS PRrRELIM # 9. The State should improve and expand its management planning to
include:

Financial Management
Short- and long-range forecasts of income and expenditures



Projections of future Medicaid costs
Short- and long-range capital budget costs
An independent analysis of fiscal notes on any new legislation
Capital (facilities) M anagement
An agency-prepared 10-year facilities master plan — updated annually
A move toward providing for at least 2% of capital value for maintenance
Reporting of deferred maintenance on al building, highways, and bridges
An improved system to determine priority-setting for capital construction at
colleges and universities
Managing For Results
- A State Strategic Plan containing goals and performance measurements which
support the Governor’s policy agenda
Cascading department and divison strategic plans which support the goals
contained in the State Strategic Plan and employ the performance measurements
contained therein
Performance evaluations based upon adherence strategic plans
Setting ambitious, measurable goals, making results- measurement a priority
Promoting collaboration between departments
Focusing measurements on outcomes rather than outputs
Distinguishing between key and non-key measures
Limiting the number of performance measures to a manageable level
Linking plans to performance measurement, evaluation, and budgeting
- Making any reports short, understandable, and useable
Human Resour ces
- A Statewide Workforce Plan which accounts for current and future State
workforce needs
Training of supervisors in handling complex personnel issues
Improving HR information systems, moving the Sate of Idaho toward being a
single employer
GOS RRELIM # 10: Eliminate the individual governing boards of agencies operating under
the review of the State Board of Education, or move the oversight of those agencies and
their boards to a more appropriate location. The affected agencies include: the Idaho State
Library (ISL), Career Information System (CIS), and the Idaho Historical Society (IHS).
GOS PRELIM # 11: Either repeal the Idaho Agricultural Labor Act or rewrite it, tailoring it to
current conditions and needs.

GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
INTERMEDIATE RECOMMENDATIONS

GOSINTER# 1: Revise the judicia e ection/appointment process. All three branches of State
government should work together to devel op a selection/retention process for district and
appellate court judges using: retention in office, public funded campaigns, or some other
method.

The governor should consider, but not be limited to, judicial council nominations
when filling vacant judgeships.



GOSINTERMEDIATE RECOMMENDATION# 2: Review, with the goal of reducing, the
number of boards, commissions, and councils, and trim the number of board members,
commissioners, and council members of those remaining. As each is considered, the
following guiding principles should be employed:

There should be a present need for each entity’ s continuing existence.

The activities and functions of the entity should be consistent with its origina
purpose and its establishing legidation.

Each entity should exist within one of the existing departments.

Each entity should have the fewest number of board, commission, or council
members as possible. Members should represent more than one constituency
whenever possible.

Constituency-representation composition and qudlifications for  board,
commission, and council membership should be fitting for current conditions and
present need.

Entities with similar or related functions should be combined, regardless of their
preference.

Entities with enforcement and regulatory responsibilities can be mmbined with
advisory and advocacy entities. The consolidated entity should be charged with
establishing measures to preserve the integrity of both types of duties.

As time passes, savings due to consolidation of administrative staff and other
efficiencies should be devoted to the enumerated ends, objectives, and activities
of the consolidated entity.

GOSINTER# 3: Study the possible creation of a quasi-judicial function within the executive
branch to preside over contested cases throughout the State of 1daho involving disputes
between a State agency party and a private party where the party’ s rights, duties, or
privileges are required by Idaho law to be determined by the agency after notice and an
opportunity for hearing.

Study participants should include the Office of the Attorney General, the judicial
branch, and those executive branch agencies likely to be affected should such an agency
be created.

GOSINTER# 4: Provide incentives for State agencies and State employees to reduce the
size and cost of government.

GOSINTER#5: Merge the Idaho Disability Determinations Service (IDDS) into the Idaho

Department of Labor (IDOL).

GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
LONG-TERM RECOMMENDATIONS

GOS LT# 1L Remove the cap on the maximum number of unused sick leave hours State
employees may use toward paying health insurance premiums in retirement.

GOSLT # 2: Change the function of the Soil Conservation Commission from directing to
that of advisory to the Idaho State Department of Agriculture (ISDA).

GOS LT # 3 The Office of Performance Evaluations, or some other independent entity,
should conduct a study of the organizational structure and functions of the Department of
Health and Welfare (DHW) to determine if, or how, it might be better organized.



GOSLT #4: Conduct a study of employee leave policies. Consider combining earned leave
categories, such as: Annual, Sick, and Earned Administrative Leave.

GOS LT # 5: Minimize the use of preprinted agency letterhead by using computer-
generated forms.

GOSLT #6: Co-locate small State agencies in the same building.

GOSLT # 7: Consolidate self-governing licensing boards and commissions into a Division
of Occupational Licensing within the Department of Self-governing Agencies.

The Division of Occupational Licensing should include three (3) bureaus. a Health
Professions Bureau (HPB); a Business & Technical Professions Bureau (BTPB); and a
Management Services Bureau (MSB). The HPB will provide support to all health related
boards. The BTPB will provide support to the non-health related boards. The MSB will
provide the necessary internal support to the Division.

Boards that set qualifications and standards, investigate complaints, and impose
discipline, necessarily require a degree of autonomy from licensing and regulatory
bodies. Care must be taken to preserve al necessary aspects of autonomy for such boards
during reorganization.

GOSLT #8: Conduct an independent study of the State’ s accounting and reporting system,
STARS, and its interfaces with agency financia management systems, and assess its
adequacy to meet the current and future needs of the State. The purpose of the study isto
consider the feasibility of adopting a centralized financial management system that
allows flexibility of individual agency speciaized requirements. The study should
consider needs and evaluate existing financial systems and identify opportunities for
shared efficiencies and cost savings. Particular attention should be given to the
convenience of its use and its efficiency in producing: standard accounting reports, the
Comprehensive Annual Financial Report (CAFR), and other financial and statistical
information needed by the State's policy makers.

The Office of the State Controller, in conjunction with the Division of Financial
Management (and other policy makers) should determine the type, format, transmission
method, and level of detall for information required from agency-based financial
management systems for enterprise use. Whenever possible, executive-branch agencies
developing, renovating, or changing financial management systems (or major
components) should consider the feasibility of designs which lend themselves to use by
other agencies aswell. The Division of Financial Management should be involved in the
design phase of such projects.

GOSLT #9: Asthe State of Idaho uses technology to conduct business it should strive to
meet the goals of:

Improving the State’ s responsiveness to citizens

Improving government effectiveness

Making it easy for citizens to obtain service and information from state
government

In the future, when developing or modernizing e-government systems, agencies
should design them to be citizen-centered and results oriented, resulting in:

Simplifying delivery of services and information to the citizens
Streamlining government operations



Creating one-stop points of service which are easy for citizens to find, access, and

use

Providing rapid response to citizens' needs

Eliminating redundancy not necessary for robust, high-availability service

delivery

Eliminating duplication of effort for individuals and business when collecting

data, auditing, or issuing licenses and permits

Reducing costs

Improving service

Giving appropriate consideration to privacy and information security

Achieving the Governor’s strategic planning objectives

State pollcy makers should take greater advantage of the knowledge and experience

of the agencies information technology (IT) professionals when setting technology
policies, standards, and directions.

GOSLT #10: The State should continually review and update its purchasing laws, policies,
procedures, methods, and techniques — making them more efficient, cost-saving, and
convenient to use.

GOSL #11: Consolidate operation and oversight of State government records management
programs currently located in the Department of Administration (specificaly the State
Records Center in the Division of Purchasing), the Idaho State Library (specifically the
State Publications section of the ISL), and the Idaho State Historical Society (specifically
the State Archives in the Historical Library and Archives Division of the ISHS) under a
single administrative function. Consideration should be given to placing the consolidated
records entity within the Departmert of Self-governing Agencies or in the office of an
elected official.

GOS LT # 12: Reduce the mgjority vote requirement to 60% for passage of a school bond
election when held in the Primary or Genera Elections.
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REVENUE AND ECONOMIC DEVELOPMENT COMMITTEE PRELIMINARY
RECOMMENDATIONS

REv PRELIM #1: Implement an estimated tax payment system for the State's Individual
Income Tax.

REV PRELIM # 2: Increase the number of tax personnel at the Idaho State Tax Commission
primarily to focus on nonfiler and compliance recovery.

REv PRELIM # 3 Modify the Investment Tax Credit to make it transferable to other
taxpayers from the taxpayer earning the original credit. This transfer provision would
only be applicable to credits earned for qualifying Idaho investment made on or after the
date of enactment and would be limited to just one exchange.

REV PRELIM # 4. Increase cigarette tax by 20 cents per pack and direct increased revenues
to the State’ s General Fund.



REV PRELIM # 5: Support the effort of the Streamlined Sales Tax Project to collect tax on
remote sales by simplifying and modernizing sales/use tax administration.

REV PRELIM # 6: Implement an Accounts Receivable Offset program for those businesses
or individuals providing services to the State of Idaho that have established tax liabilities
to the State. This could aso be extended to things like lottery proceeds.

REV PRELIM #7: Increase sales tax rate by 1%, effective June 1, 203, and sunset this
increase three years from the date of enactment. Distribution formula should be modified
so that all increased revenues accrue to the State's General Fund. Legidature should
appoint an interim committee to study all sales tax exemptions and untaxed services
during this three-year period with the intent of lowering the overall sales tax rate by
broadening the base against which the tax is applied. The State should continue to pursue
efficiencies in order to reduce expenditures.

REVENUE & EcoNomIC DEVELOPMENT COMMITTEE
INTERMEDIATE RECOMMENDATIONS

REV INTER # 1. Place a sunset provison or an ldaho Administrative Procedure Act
(IDAPA)-like process on all sales tax exemptions and require legidative review and
action in order to be reinstated. Stagger the reviews so that at least 25% of the
exemptions are examined in any one-year. This process is ongoing

REVENUE & EcoNomICc DEVELOPMENT COMMITTEE
LONG-TERM RECOMMENDATIONS

REv LT # 1: Preserving a balanced tax structure that meets long-term business and
governmental service needs also involves a continuous improvement system to ensure
public services are provided efficiently and effectively.

ldaho has a high ratio of taxing districts compared to population served.
Consolidation of taxing districts (such as counties, highway districts, fire districts, school
districts, etc.) needs further study as does centralization and sharing of certain services.
This will help reduce the cost and growth rate of taxing district maintenance and
operation budgets, thus optimizing service efficiency and providing opportunity for tax
rate reduction.

REvV LT #2: Idaho needs to preserve a balanced and predictable tax structure including tax
incentives in order to attract and retain business and investment. This balanced tax
structure consists of a combination of income, sales, property taxes and fees, and
provides most of the funding for government services. Other taxes such as fuel, beer, and
wine taxes should be fair and equitable.

The tax structure should be made predictable by minimizing the number of increases,
decreases, or other changes. Having a long-term strategy that maintains a balanced tax
structure while minimizing short-term changes will attract capital and business to Idaho.

Furthermore, the stability of the corporate income tax also depends on how the
interstate apportionment of taxpayers business income is calculated. Reliance on a
broad based formula that is based on the taxpayers property, payroll, and sales is less



volatile than a formula that either over-weights or relies on only one of these factors, such
as sales. Idaho currently uses this broad based formula and should continue to do so.

REv LT # 3. Future economic growth and financial viability of the State of Idaho will
depend on the retention and expansion of existing jobs and the creation of new jobs. To
accomplish this, Idaho must increase dedicated funding for marketing and economic
development by an annual minimum of $1.5 million. This could include funding from the
State's General Fund, Lottery funds, private funds through a nonprofit corporation, some
portion of the hotel/motel tax, or some portion of the sales tax. Unspent Department of
Commerce funds would be permitted to carry over into a fund for the specific use of the
Department of Commerce in future years. Details on the oversight of this fund will be
determined |ater.
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HEALTH AND HUMAN SERVICES COMMITTEE
PRELIMINARY RECOMMENDATIONS

HHS PRrRELIM # 1. That the Department of Hedth & Welfare's (DHW) continue
implementation of its "strategic workplan” to consolidate like functions, standardize
business systems, and realign resources. This workplan includes the following goals:

A. Improve hedlth status;

B. Strengthen individuals, families, and communities;
C. Integrate health and human services;

D. Apply learning organization skills; and,

E Align structures, people, and technology.

HHS PRELIM # 2. That DHW continue implementation and further development of
integrated data processing systems.

HHS PRELIM # 3. That DHW establish the value of outstanding cost report settlements (the
amounts overpaid to hospitals) due from acute care hospitals, collect overpayments, and
ensure correct interim reimbursement rates are put into effect.

HHS PRELIM # 4: That DHW, with input from stakeholders, evaluate the appropriateness of
affiliation fees paid to residential habilitation agencies serving certified family homes that
deliver services to persons with developmental disabilities. The Committee further
recommends that another quality assurance approach be implemented if DHW determines
that the provision of contracted services by these agencies is not the most effective
mechanism for assuring quality in the delivery of services to developmentally disabled
individuals in certified family homes

HHS RELIM # 5. That minors (youth under the age of 18) be required to wear safety
restraints in private moving vehicles.

HHS PRELIM # 6: That Public Health Districts be required to place a higher priority on the
provision of immunizations to children.

HHS PRELIM # 7. That DHW ensure that systems are in place that allow the State to enroll
the maximum number of eligible Medicaid beneficiaries and Primary Care Providersin
the Healthy Connections program, bringing participation as close to 100% as possible.



HHS RRELIM # 8 That DHW create an improved management fee incentive system to
attract additional Primary Care Providersinto the Healthy Connections program.

HHS PReELIM #9: That DHW implement a Medicaid Buy-1n Program, in which Medicaid-
eigible individuals with disabilities could continue to receive Medicaid benefits and
would share in the cost of those benefits after obtaining employment.

HHS PRELIM # 10: That any expansion of the Children's Health Insurance Program (CHIP)
include the CHIP Access Card concept as an option for recipients. This new concept
would increase access to children's health care through cost-sharing among parents, their
employers, and the State for families with incomes between 150% and 200% of poverty.

HHS PRELIM # 11: That the Task Force:

A...endorse statewide implementation (except as noted below) of the DHW utilization
management business plan for people with developmental disabilities and mental illness,
separating customer assessment and service planning from direct service delivery through
the use of independent assessment providers, and
B...endorse a pilot project based on the concept of self-determination. This project
would include a modification of Idaho's Medicaid program to allow a specified number
of individuals to utilize services under a participant-driven approach centered around the
following essential elements:

1. Individualized budget;

2. Personal broker;

3. Fiscd intermediary; and,

4. Freedom of choice of traditional and non-traditional providers.

HHS PrReLIM # 12: That the Task Force endorse the DHW workplan on pharmacy

management, including a Preferred Drug List and expanded Drug Utilization Review Board,

with the proviso that consumer input is considered in the implementation of the workplan.

HEALTH & HUMAN SERVICESCOMMITTEE
INTERMEDIATE RECOMMENDATIONS

HHS INTER # 1. That DHW investigate al opportunities to collect appropriate
administrative fees for administrative services rendered and, where cost effective, collect
such fees. Feeswill be imposed against the payer.

HHS INTERMEDIATE RECOMMENDATION # 2: That the State of Idaho require that criminal
history checks be completed for all day care providers and their staff.

HHS INTERMEDIATE RECOMMENDATION # 3: That a permanent low interest loan program
be established for assistive technology in Idaho. The Committee further recommends that
the State of ldaho act quickly in order to take advantage of the (one-time) federal
assistance that has been made available to the states by the U.S. Congress at the request
of President Bush.

HHS INTERMEDIATE RECOMMENDATION # 4. That taxes on tobacco and acohol be
increased significantly, provided that a significant portion of the revenue generated is
dedicated to treatment and prevention of health problems associated with use of these
products.



HEALTH & HUMAN SERVICESCOMMITTEE
LONG-TERM RECOMMENDATIONS

HHSLT # 1. That a mental health/substance abuse business plan be developed that clearly
identifies the cost/benefit ratio of a comprehensive mental health /substance abuse
delivery system for adults and children.

HHSLT # 2. That, in recognition of the human life cycle, a statewide educationa program
be developed, focused on increasing the general population’s knowledge and
understanding of “end of life” issues, thereby improving the quality of decisions related
to these issues.

HHSLT # 3: That the economic impact of merging the County medical indigency program
with the State Medicaid program be investigated.

HHSLT #4: That by the Year 2020, Idaho have a statewide home- and community-based
service delivery system capable of providing appropriate and cost-effective assistive
technology devices and servicesto any eligible person that needs them.

HHSLT #5: That Idaho State Code protecting the civil rights of 1dahoans with disabilities
be evaluated and corrected, as needed.
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EDUCATION COMMITTEE
PRELIMINARY RECOMMENDATIONS

ED RRELIM # 1. That the 2020 Blue Ribbon Task Force endorse the public statements of
Governor Kempthorne that K-12 public schools and Idaho’s colleges and universities be
exempt from further cuts in any attempt to balance the FY 2003 and/or FY 2004 State
General Fund budgets.

ED PrRELIM # 2: The Education Committee recommends that the Governor’s budget request
for FY 2004 give high priority to the maintenance of current operations and funding of
key initiatives in K-12 public schools and 1daho’ s colleges and universities as follows:

(1) K-12 public schools: funding of the maintenance of current operations (MCO)
budget with the appropriate inflation factor, continued support for the
implementation of statewide standards and the reading initiative, and restoration
of funding for the technology initiative; and

(2) Colleges and universities: funding of the maintenance of current operations
(MCO) budget with the appropriate inflation factor, restoration of funds to the
Permanent Building Fund and authorization to proceed to construction for
previously approved capital projects, and implementation of the State Board of
Education initiative “Funding Equity Among Four-Y ear Institutions.”



EDucATION COMMITTEE
INTERMEDIATE RECOMMENDATIONS

ED INTER# 1. Educational Service Entities - That the State develop a program to assist
school districts in sharing the costs of services and to help reduce costs, making more
resources available for classroom instruction. Authorize the formation of educational
service entities to provide shared services for administrative and financial efficiencies
and to improve the quality and availability of specialized services to smaller and/or rural
school districts in Idaho.

ED INTER # 2: Facilities - Research the feasibility of a public-private partnership to solve
the problem facing Idaho schools today. This study would determine the feasibility and
most prudent approach such as a compatible-use partnership, a land-swap, tax-free
leasing, tax-free construction bonds, or other creative methods to improve the condition
of school infrastructure. The study would accomplish the following:

Determine goals and objectives

Collect and evaluate current conditions and needs data

Review national and international case studies

Investigate relevant existing legislation and identify opportunities

If additional legidlation is needed, outline requisite special legislation

Prepare project strategic plan framework and process to achieve sucessful project
implentation

Establish next steps to include executing a pilot project to test approach

ED INTER# 3: Teacher Quality and Retention - Attract the brightest new educators, retain
skilled veteran educators, and increase expectations for performance through the
following actions:

1.

Raise the beginning teacher salary starting in 2004 to reach $35,000 by 2008 and
adjust the current scale to reflect this increased base to provide a professional wage
for teachers and principals. Provide funding from the State to meet this saary
increase.

Provide for, and encourage, alternative routes to teaching for second career
professionals and retired military personnel.

Provide systematic, rigorous mentoring during the first years of teaching.

Lengthen the school year for educators to include: ongoing professional development
and career advancement; scheduled collaboration time to analyze test data for
increased student achievement of all children; and, training to meet expectations for
future innovations in education.

Increase expectations for achievement through ongoing performance evaluations that
inspire reflection on practice and verification of continued enhancement of
professional knowledge.
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ED INTER # 4. Achievement Standards - The 2020 Task Force, recalling the wisdom of
the Idaho State constitution, which says, “The stability of a republican form of
government depending mainly upon the intelligence of the people, it shal be the duty of
the Legidature of 1daho to establish and maintain a general, uniform and thorough system
of public, free common schools,” recognizes that:

- The State of Idaho has recently adopted broad-sweeping achievement standards for
virtually every grade and every curricula areain K-12 public schools;
The goal of our State, and now a mandate from the federal government (via the “No
Child Left Behind” Act), is to ensure all Idaho students meet those achievement
standards by the time they graduate from high school;
Certain students, including those who are geographically isolated, those who face
family or socio-economic barriers and those who have language or learning barriers
or other characteristics that put them at risk of academic failure, require additional
resources and support;
Statewide assessments are currently being devised and piloted to determine the gaps
between where Idaho students are and where they need to be by graduation; and
The people of Idaho will support necessary activities to close those gaps for every
child.
In response, the Task Force hereby recommends that the Governor, in partnership with
legidative, business, education, and other leaders take all steps necessary to identify and
provide the resources and other changes needed to ensure that every Idaho student will
have the opportunity to meet, at a minimum, the State’s achievement standards by high
school graduation.

EDUcCATION COMMITTEE
LONG-TERM RECOMMENDATIONS

ED LT #1. Coallege and University System for 1daho - That access to higher education
opportunity be considered among the highest priorities for the State of 1daho—pointing to
the year 2020—and that intermediate steps be taken to create governance and
administrative structures that will facilitate that access while also increasing operational
efficiencies.

Certain levels of policy and operational efficiencies in Idaho higher education are
currently realized through the efforts of the State Board of Education. Other efficiencies
are realized by the use of various budget methodologies used by both the executive and
legidative branches of government. From a methodology standpoint, it is likely that
additional efficiencies can only be realized by changes in the governance and
administrative structures for higher education in Idaho.

It is recommended that the State of 1daho move to a college and university system, to
include all two-year and fou-year public colleges and universities. The College and
University System for Idaho would feature:

Q) A statewide system of two-year and four-year colleges and universities providing
both campus and distance learning opportunities,

(20 A board of regents with singular responsibilities for higher education,

3 The dlocation of constitutional and legidative rights now enjoyed by the
University of Idaho to the College and University System for Idaho, and
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4) Retention of the ingtitutional identity by each campus for such purposes as
admissions, marketing, athletics, etc.

ED LT #2: College and University System for 1daho Administrative Structure - That
the Board of Regents for Higher Education determine and take action to implement the
optimum administrative structure for the College and University System for Idaho.

ED LT# 3: Information Technology in the Idaho Schools - In order for Idaho to achieve
its goal of "No Child Left Behind," to provide all students with the technology education
needed by the workforce of 2008, and to meet the mandated computer technical
competency standards for teachers by 2006, our State must develop and execute an
Information Technology strategy that incorporates the following tenets by 2008:

All classrooms for K-12 must have adequate computer capability, and al studentsin
Grades 612 must have a laptop computer on their desk, with high school students,
and selected middle school students, permitted to take the computers home at night.
All schools must have awireless Local Area Network with at least 802.11G (54 mbs)
capability in every classroom.

All schools must have high-speed access to the Internet with sufficient external
bandwidth.

In conjunction with the separate recommendation that the minimum starting salaries
for new teachers be raised to $35K by 2008, all teachers by 2008 must have the
equipment, technical support, and training to be able to utilize interactive electronic
media as a primary method of instruction. Their ability to do this should be a
consideration for merit pay and increased salary.

Courses must be integrated with basic Internet research and software programs. word
processing, spreadsheet analysis, basic presentations, and database manipulation. If
appropriate, software such as that employed by accountants, CAD designers, graphic
artists, art and photography studios, etc. should be part of the curriculum.

Equipment and software must be refreshed at a rate which is concurrent with that of
the commercial sector.

EDLT #4: Improving the Academic Achievement and Success of Latino and English
Language Learners (ELLS) - Native-born Latinos will account for 14 million new
workers in the next 25 years (Pew Hispanic Center, 2002). Having this community fluent
in English and successfully completing high school is probably the single greatest
challenge facing K-12 education over the next 20 years. To address this issue the
following actions are recommended:

- School districts with high numbers of ELL and Latino students should receive
adequate funding to meet the educational needs of these students.
School districts should be required to submit annual plans for ELL and Latino
students that are based on researched-based approaches to English language
acquisition and improved academic performance. All programs and practices
should be expected to result in improved student achievement.
Program models should minimize pulling students out of subject matter classes,
limit over-reliance on para-professiona educational assistants to teach ELL
students, and provide for rigorous language use across the curriculum. Based on
research, the indicators for effective programs for ELL students as summarized by
Samway and McKeon, (1999) include:
1. High expectations are held for students.
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2. Language and subject matter developmert are integrated.

3. Concept development in the native language is supported.

4. Comprehensive staff development for all faculty and staff is provided.

5. The entire school environment supports ELLS.

6. Active support from school leaders.

Require professional development opportunities for new and current teachers,
librarians, aides, and administrators to improve their skills when working with
culturally and linguistically diverse students. All teachers should be
knowledgeable with second language acquisition theory, and competent in
adapting ingtruction for students of varying levels of English language
proficiency.

Provide challenging and appropriate learning opportunities for Latino and ELL
students by using effective teaching and assessment practices. Appropriate
learning opportunities for Latino and ELL students need to be in place prior to
measuring students’ achievement through high stakes assessment. Based on
research, these opportunities should include:

1. Recognition and inclusion of cultural relevant background.

2. Making content relevant to students.

3. Interaction with peers.

4. 0Ongoing authentic assessment.

Increase the number of certified bilingual and English-as-a second- language
(ESL) teachers in Idaho that are assigned to teach as a bilingual or ESL teacher.
Hold schools accountable for helping ELL students acquire English and meet
challenging academic benchmarks. Districts that receive State Limited English
Proficiency (LEP) funds must be required to comply with the 1983 Idaho Migrant
Council (IMC) v. Idaho State Board of Education Consent Decree, and the Office
of Civil Rights (OCR) requirements regarding national origin minority students.
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PuBLIC SAFETY, TRANSPORTATION AND NATURAL
RESOURCESOMMITTEE PRELIMINARY RECOMMENDATIONS

PS, T, NR PrRELIM # 1: Support the expansion of community-based prevention programs for
“a risk” youth to decrease the need for trestment and/or incarceration of juvenile
offenders.

PS, T, NR RRELIM # 2 Support creative, community-based sentencing alternatives for
juvenile offenders; for example, the Reclaim Ohio project.

PS, T, NR RELIM # 3: We recommend the Governor appoint a group of policy makers,
including Legidative leadership, to work with the VERA Institute of Justice to assess
sentencing for adult offenders in Idaho. Sentencing should be reviewed to determine if
current sentencing laws and policies are appropriate for the crime that was committed.
While some sentences may be reduced, others may increase for certain crimes.

PS, T, NR RRELIM # 4: Appoint an Interim or Ad Hoc Legidative committee to explore
reinstituting “good time release” policies for adult offenders in an effort to substantially
reduce the growth rate in prisons. Good time should be tied to successful program
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completion and/or good behavior, and should also be considered for offenders on
community supervision.

PS, T, NR PRELIM #5: Support speciaized treatment and funding for inmates with mental
illness being held within the State correctional system.

PS, T, NR PRELIM# 6. Support specialized treatment, funding, and alternative housing for
geriatric inmates held within the State correctional system. Many of these offenders
could be supervised in the community.

PS, T, NR RRELIM # 7: Support specialized treatment and funding for the sex offender
specia population group held within the State correctional system.

PS, T, NR PRELIM # 8: Support specialized treatment and funding for the substance abuse
population held within the State correctional system, in particular the development of a
chemical dependency treatment facility (CDT).

PS, T, NR PrRELIM # 9 Continue to review State-owned properties for consolidation,
acquisition and/or disposal using established criteria developed to ensure that such
consolidation, acquisition, or disposal provides an adequate return to the endowment
beneficiary.

PS, T, NR RRELIM# 10: Support transfer of the Threatened and Endangered Wildflower
Management program from the Department of Parks and Recreation to the Department of
Fish and Game.

PS, T, NR PrRELIM # 11: Support development of online pesticide licensing by the
Department of Agriculture.

PS, T, NR RRELIM # 12: Support a request that the Idaho Legislature adopt a concurrent
resolution that creates a task force or committee with active participation by Department
of Transportation’s Visioning committee, counties, cities, highway districts, and other
entities to study and report issues related to public transportation coordination and
funding for urban and rural aress.

PS, T, NR PRELIM # 13: Amend Section 58-133(3), Idaho Code to allow the State Board of
Land Commissioners to hold proceeds from the sale of land in the land bank fund for a
period not to exceed five (5) years from the effective date of sale.

PS, T, NR RELIM # 14: Examine providing the Fish and Game Commission with the
flexibility to adjust licensing fees within a legidatively set fee range.

PS, T, NR PRELIM # 15: Support the judicia branch of government’s request for adequate
funding to support Drug Courts, Family Courts, and Senior Judges.

PS, T, NR PrRELIM # 16: Consider amending Sections 23-604, 23-949, 18-1502, 39-5703,
20-505, and 20-506, Idaho Code, to transfer the prosecution and adjudication of
misdemeanor tobacco and alcohol possession offenses committed by minors under the
Juvenile Corrections Act, where more effective intervention, sentencing alternatives, and
follow-up procedures for juveniles are available to the court. These offenses would be
prosecuted under the Juvenile Corrections Act by way of a uniform citation to minimize
law enforcement and prosecutor time and expense.
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PuBLIC SAFETY, T RANSPORTATION, NATURAL RESOURCES
COMMITTEE INTERMEDIATE RECOMMENDATIONS

PST,NR INTER # 1. Increase funding to retain highly skilled and qualified Idaho State
Police (1SP) personnel, especially in the areas of cyber-crime, firearms, and forensics.
PS,T,NR INTER # 2: Replace, improve, and update strategically located regional ISP

facilities.

PS,T,NR INTER # 3: That the Idaho Legidature enact legidation authorizing the Idaho
Trangportation Department to use the “design-build” procurement method for design and
construction of projects, using a “best value” method of awarding project contracts in
certain circumstances.

PS,T,NR INTER # 4: Consolidate Motor Carrier mileage audit activities at the State Tax
Commission.

PuBLIC SAFETY, TRANSPORTATION & NATURAL RESOURCES
COMMITTEE LONG-TERM RECOMMENDATIONS

PS, T & NRLT # 1. Provide funding for a centralized state-of-the-art human and animal
laboratory.

PS, T& NRLT #2: Establish a Governor’s task force to study alternatives to Idaho’s fuel
tax and annual registration fee structure. The task force would coordinate its study with
any national committees that are undertaking similar studies of aternative funding
mechanisms at the state and national level. The study would also include reviewing and
possibly recommending a method of funding based on the findings and conclusions of the
Idaho Transportation Resource Task Force and/or other available studies.

PS, T& NRLT #3: Perform an in-depth performance audit for the Department of Health
and Welfare Division of Children and Family Services.

PS, T & NRLT #4: Reduce the number of boards, commissions or councils by repealing
the establishing statutory authority or executive order, and consolidate any necessary and
on-going duties and functions within a sponsoring agency. The following section lists a
number of such entities recommended for elimination or consolidation.

PS, T& NRLT #5: Support passage of the Idaho Invasive Species Act.

PS, T & NR LT # 6: The Governor, by executive order, should create a State
Interoperability Executive Council (SIEC) consisting of representation from public safety
agencies such as Idaho Sheriff’s Association, Idaho Fire Chiefs Association, Idaho
Bureau of Emergency Medical Services, Idaho Emergency Management Association,
Bureau of Hazardous Materias, Idaho Chiefs of Police Association, Idaho Hospital
Association, Idaho Medical Association, INEEL Oversight Commission, Bureau of
Disaster Services, Idaho State Police, and nontraditional public safety agencies within
Idaho, (non-traditional public safety agencies may include agencies such as the Military
Division, Department of Lands, Federal Government agencies, Tribal Governments, Fish
and Game, Division of Environmental Quality, Department of Agriculture, etc.) which
would include specific instructions from the Governor to coordinate an assessment of
current systems and needs, and planning, funding, development, implementation, and
management of a statewide interoperable communications system for use by all
traditional and nonttraditional public safety agencies within the State of Idaho. Plans
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considered or implemerted by this Council should also allow for maintenance and
upgrade of necessary current emergency communications systems and provide a funding
mechanism to ensure system access by all local jurisdictions. Council meetings will be
convened and facilitated by the Idaho State Police.

PS, T & NRLT #7: Support efforts to consolidate and clarify juvenile offenses, cite youth
into court for misdemeanors, and handle felonies at prosecutor discretion.

PS, T & NRLT #8: That the Idaho Legidature enact legidation authorizing the Idaho
Transportation Board to issue Grant Anticipation Revenue Vehicles “GARVEE” bonds
for the financing of particular transportation projects, payable from federal highway
funds and/or fuel tax revenues or other revenues, provided that this be accomplished
within the framework of Idaho constitutional and legislative mandates addressing voter
approval and public indebtedness issues.

PS, T & NRLT #9: Increase taxes and/or licensing fees on beer and wine to enhance
resource availability to address social and criminal issues resulting from substance abuse.
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TASK FORCE HISTORY AND MILESTONES

TASK FORCE M EETING DATESAND AGENDAS

= QOctober 10-11, 2002 (Organizational meeting; Address by the Governor)
=  November 14, 2002

= December 3, 2002

= January 7, 2003

= April 4, 2003

= June 24, 2003

On December 3, 2002 a Progress Report was presented to Governor Dirk
Kempthorne by the Task Force.

On April 4, 2003 the Governor presented a summary of the response to the
preliminary recommendations submitted in the December 3, 2002 Progress Report.

On June 24, 2003 the Governor presented an updated summary of the response to the
Task Force recommendations (see Tab 15).

On June 24, 2003 the Task Force completed its work on the initial charge by the
Governor and adjourned, subject to call back by the Governor.
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Thursday, October 10th

Focus on the Future

www.idaho2020taskforce.us

AGENDA

1:30 - 1:45[]  Welcome and introduction of Committee Members
1:45 - 1:500]  Overview of Committee's Mission - Co-Chairs

1:50 - 2:05]  Overview of Constitutional and legal parameters -

U Bill von Tagen

2:05 - 2:35[] Report on past Idaho Government Reorganization efforts - [1[]
0 Peter Johnson

2:35-2:50) Break

2:50 - 3:20 ] Remarks by Governor Dirk Kempthorne

3:20 - 3:35[1  Report on Demographic and Workforce forecast -

U Dwight Johnson

3:35-3:50[] Report on Economic Outlook - Mike Ferguson

3:50 - 4:05[1 Report on State Organization - Brian Whitlock

4:05 - 4:20 L)  Report on Budget Process - Jeff Youtz

4:20 - 4:50 ) Review of State Financial Structure - Dewey Hammond
4:50 - 5:00 L) Wrap-up and Miscellaneous

Friday, October 11th

8:30 - 9:00 L]  Report on other states' reorganization efforts - J.D. Williams

9:00 - 10:00 1 Discussion by Committee members on proposed key [ ]

[ committees and organization of Task Force

10:00 - 10:15 [ Break

10:15 - 10:30 [ Key Committee Chair, Vice Chair and membership [ [ 0

O] assignments

10:30 - Noon [IKey committee breakout meetings

Noon - 1:00 [J Working lunch (will be provided)

1:00 - 2:30 LU
2:30 - 2:45[1 Break
2:45 - 3:30 []

Wrap-up Session

Key committee breakout meetings continued

317 West Main Street

Boise, Idaho 83735
208-332-3570, Ext. 3209 (phone)
208-334-6455 (fax)
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AGENDA
Nov. 14, 2002 Meeting
Joe R. Williams Building
700 W. State Street
Boise, Idaho

8:15-8:30 Welcome — East Conference Rm., 1% Floor
830-10:30 Key Committee Break-out Sessions:

Revenue & Economic Development, State Controller’s
Conference Rm., 5™ Floor

Government Organization & Structure — Division of
Human Resources Conference Rm., 1% Floor

Education — Dept. of Commerce Conference Rm., 2" Floor

Public Safety, Transportation & Natural Resources — West
Conference Rm., 1% Floor

Health& Human Services— Dept. of Insurance Conference
Rm., 3" Floor

10:45-12:00 Addresses from Senate President Pro Tem Bob Geddes,
House Assistant Mgjority Leader Lawerence Denney, and
House Minority Leader Wendy Jaquet with Q& A — East
Conference Rm., 1% Floor

12:00-1:00 Lunch Provided — West Conference Rm., 1% Floor
1:00-3:00 Key Committee Break-out Sessions (Same as above)

3:00-4:00 Status/Update Reports from Key Committees to Task Force
(10 minutes per Committee) — East Conference Rm., 1% Floor
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AGENDA
Dec. 3, 2002 Meseting
Joe R. Williams Building
700 W. State Street
Boise, Idaho

8:30-8:40 Welcome and explanation of process

8:40 -10:00 Review all recommendations to determine those with
consensus agreement

10:00-10:15 Break

10:15-12:00 Discussion and voting on recommendations that were not
included in “consensus recommendations’

12:00—-12:15 Lunch Provided — Basement Conference Room
12:15-2:45  Continue discussion and voting on recommendations
2:45-3:00 Break

3:00-4:00 Discussion of intermediate and long-term issues that will be
considered by Committees

NEXT TASK FORCE MEETING:
THURSDAY, JANUARY 9, 2003, JOE R. WILLIAMSBLDG., BOISE
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NOTES:
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AGENDA
January 7, 2003 Mesting
Joe R. Williams Building
700 W. State Street
Boise, Idaho

Welcome (East Conference Room)

Key Committee break-out meetings
Goadls:
1) Develop supplemental Preliminary Recommendations
for Governor to consider for this Legislative Session
2) Start deliberation on Intermediate Recommendations

Room Assignments:
Gov’t. Structure & Org — DHR Conf. Rm. 1% FL
Education — Dept. of Commerce Conf. Rm. 2" FL
Public Safety, Tranp. & N.R. — State Controller’s Conf.
Rm. 4™ FL
Revenue & E. D. — State Controller’s Conf. Rm. 5" FL
Hedlth & H.S. — CANCELLED

Lunch Provided (Basement Conference Room)

Full Task Force Meeting (East Conference Room)
Review and vote on Key Committee supplemental
recommendations
Review and finalize Task Force work calendar for 2003

Key Committee break-out meetings as determined by Key
Committees (Same room assignments as above)

The Governor’s State of the State addressis at 7:00 PM on Jan. 7th

Chuck Winder and J.D. Williams will be making a Task Force
presentation to JFAC from 8:00 — 9:30 AM on Tuesday, Jan. 14™
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AGENDA
April 4,2003 Meeting

Joe R. Williams Building
700 W. State Street
Boise, Idaho

Welcome and explanation of process

Review dl Intermediate Recommendations to determine
those with consensus agreement

Break

Discussion and voting on Intermediate Recommendations
that were not included in “consensus recommendations’

Lunch Provided — Basement Conference Room

Continue discussion and voting on Intermediate
Recommendations

Discussion of 2020 Task Force “Vision for Idaho’ s future”
Break

Discussion of Long-term issues that will be considered by
Committees

Set next full Task Force meeting date
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AGENDA
June 24, 2003 M eeting

Joe R. Williams Building
700 W. State Street
Boise, Idaho

830-11:30 Key Committee breakout meetings to consider final long-
term recommendations
Revenue & Economic Development, State Controller’s
Conference Rm., 5" Floor

Government Organization & Structure — Division of
Human Resources Conference Rm., 1% Floor

Education — Dept. of Commerce Conference Rm., 2" Floor

Public Safety, Transportation & Natural Resources — Dept.
of Finance Conference Rm., 2" Floor

Health & Human Services— Dept. of Insurance Conference
Rm., 3" Floor

11:30-12:00 Get lunch — Eat/Meet in East Conference Room

12:.00—-1:30  Review dl long-term recommendations to determine those
with consensus agreement

1:30-1:45 Break

1:45-3:00 Discussion and voting on long-term recommendations that
were not included in “consensus recommendations’

3:00-3:15 Break
3:15-4:00 Discussion of 2020 Task Force “Vision for |daho’ s future’

Conclude
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GOVERNMENT STRUCTURE AND ORGANIZATION
COMMITTEE MEMBERSHIP

Darrell Manning- Co-Chair
Member, State Board of Education, Former Adjutant General, Former Legidlator,
Boise

John Tippets- Co-Chair
Human Resource Manager, Agrium CPO, Former Idaho Legidlator, Soda Springs

VelmaBahe
Past Chairman, Kootenai Tribe of 1daho, Bonners Ferry

Y vonne Ferrell
Former Director/Idaho Parks & Recreation, Boise

Duane Grant
Grain Producer, Rupert

Christine King
CEO, AMI Semiconductor, Pocatello

Annette Murray
Boise State University Student, Boise

Don Mitchell
Consultant, Boise

Dr. Billy Shipp
President & Laboratory Director, Bechtel, Idaho Falls

Staff Support

Administrative Support — I daho Department of L abor
Eric Beck

Jean Hull

Kay Vaughan

Division of Financial Management Staff
David Hahn

Subject Matter Experts

Richard Elwood — Statewide Information Technology Coordinator
Ann Heilman — Human Resources Division Administrator

Pam Ahrens, Director, Department of Administration

Jan Cox, Department of Administration
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GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
PRELIMINARY RECOMMENDATIONS

GOS PRELIMINARY RECOMMENDATION # 1
Use biennial budgets and appropriations, or make every other year a “maintenance of current
operation” budget.

Basisfor recommendation:

Preparing annual budgets and obtaining legisl ative appropriations are time-consuming, expensive
processes for government. Eliminating one budget cycle, out of every two, promises to save up
to half the cost of the processes. Provision must be made for accommodating unforeseen budget
factors in “off-years,” particularly those related to significant difference between revenue
projections and receipts, as well as rapid changes in Information Technology.

Provisions should be made alowing unspent-budget carry-over between fiscal years of a
biennium. Thiswill reduce end-of-fiscal- year spending behavior and minimize agency “use it or
lose it” fears.

Advantages:
- Reduces time and money spent budgeting.
Reduces time spent appropriating money.
Minimizes premature or unnecessary spending by agencies.
Allows agencies to defer spending until absolutely necessary rather than to meet an
arbitrary date.
Provides for amending or supplementing budgets when conditions make it necessary.

Disadvantages:

- Situations can change frequently and rapidly. Freguent fine-tuning may have the effect of
returning to annual budgeting.
The rapid pace of change in automation technology and the ability of the state to react
and adapt, utilizing technology, to the needs of the citizenry may require frequent, special
review.
Doubling the amount of time and effort budgeting during the first year of the biennium
will eliminate expected savings.
Projecting revenues two years in advance is more difficult than one.

Budget | mpact:
One-time costs to modify accounting and tracking systems.
Worst-case long term impact — budget neutral.
Best-case long term impact — reduced costs.

Risks: Minimal to Low



Obstacles:
Current state statutes.
Difficulty in changing a well-established process and adapting to a new one.

Alternatives:
Annual budgets and appropriations.
See GOS Preliminary Recommendation 5.

Minority Opinion(s):

Possible Implementation Vehicle: Change state statutes.
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R GOS PRELIMINARY RECOMMENDATION # 2

Reorganize the Divison of Vocational Retabilitation (IDVR), Divison of Professional
Technical Education (DPTE), and the Office of the State Board of Education (OSBE) into one
administrative unit with separate budgetary divisions reporting to the Executive Director of
OSBE. The Administrators of the IDVR and the DPTE currently report to the Executive Director
of OSBE but receive separate budgetary appropriations, which limits the ability to share
administrative resources.

Basisfor recommendation:

The Office of the State Board of Education (OSBE), Idaho Division of Vocational Rehabilitation
(IDVR), and the Division of Professional Technical Education (DPTE) all are under the
governance of the State Board of Education, are located in the same building, and the
Administrators of IDVR and DPTE answer to the Executive Director of OSBE. Currently each
agency requests and receives separate appropriations. These agencies each have their own fiscal
and human resource support. Additionally each has varying levels information technology and
public information support. The OSBE and DPTE duplicate functions such as oversight of
ingtitutional operations and program review and approval. Recent efforts to share reception and
fiscal resources between the OSBE and DPTE have met with concerns regarding the
appropriateness of utilizing resources appropriated to one agency to support the operation of
another agency. This recommendation would eliminate the current barriers to added efficiencies
and allow additional opportunities for increased efficiencies through the dharing of common
resources.

Advantages:
- The sharing of resources will alow improved service delivery and reduce the

negative impact of budgetary base reductions and holdbacks.

The flexibility offered as the result of including the IDVR and the DPTE as a

budgetary division of OSBE will alow future opportunities for increased efficiencies

through the sharing of common resources.

Disadvantages. It will be important to assure that the advocacy for Idaho's Professional
Technical Education system not be lost in this reorganization.

Budget Impact: No additional funds will be required to support this change. The resulting
efficiencies to be derived will reduce future needs for increases.

Risks: Minima

Obstacles:
Accepting change is sometimes difficult.
Requirements associated with the Federal grants must be observed.

Alternatives:



Include Idaho Public Television (IPTV), Idaho School for the Deaf and Blind (1SDB),
Idaho State Library (ISL), Career Information System (CIS), and the Idaho Historical
Society (IHS).

Minority Opinion(s):



GOS PRELIMINARY RECOMMENDATION # 3

Agencies should make all their publications available on the Internet. When that is not possible
(due to the cost, format, volume, or nature of the publications) agencies should provide Internet-
based methods of requesting or ordering publications.

Whenever possible, the legidature should fund, and agencies should provide, convenient citizen
access to government information and services using strategically placed kiosks, Internet-based
applications, and public- use computers in state offices.

Basisfor recommendation:
Citizens should have convenient, easy access to information and services provided by ther
government and be able to business with it at times, and in places, convenient to the public.

Advantages:
Much of this recommendation can be immediately implemented by Executive Order.
Reduced costs by reducing press run quantities.
Immediate, convenient, widespread availability of publications.
Reduced costs by using automation instead of people and facilities to provide
services.
Improved service to the public.
Increased local presence.

Disadvantages:
Not everyone has Internet access.
Some paper publications will be necessary.

Budget | mpact:
Overall cost reductions.

Risks:
Minimd.

Obstacles:
Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle: Executive Order
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RGOS PRELIMINARY RECOMMENDATION # 4
All required business and strategic plans must be flexible in their format and useful to the agency
preparing them.

Establish a clearinghouse for sharing agency best practices. Furthermore, agencies should extend
their review of best practices to those of their counterparts in other states.

Establish an official method of piloting new ideas to effect change in state government.

Basisfor recommendation:

Business and strategic plans are effective tools for managing. Each agency should prepare useful
plans. In order to justify the cost of preparing them, plans must be useful to agencies. In the
past, required plan formats have not aways met the unique needs of every agency — resulting in
plans made to fit a particular format and then ignored because they did not meet the needs of the
agency which prepared it. Agency discretion in plan format should be grarted. The outside
reviewers of these plans should adapt their thinking and assessment to the content of plans— and
not require that plans adapt to one particular format.

Sharing ideas and best practices can help agencies innovate and avoid mistakes. The state should
facilitate this exchange of information.

Failure in any function of government is avoided by agencies. While existing methods may not
fail, they may not be the most effective. Implementation of new ideas introduces the risk of
faillure and, therefore, reluctance on the part agencies to try new things. The state should develop
arisk tolerance and an official method of piloting new ideas as a mechanism to effect positive
change in government operation. One example: the use of Purchasing Cards.

Advantages:
Better coordinated management of state agencies.
Better top-down direction.
Useful planning documents.

Disadvantages.
Budget | mpact:
Risks:
Obstacles:

Alternatives;



Minority Opinion(s):

Possible Vehiclefor Implementation: Executive Order
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R GOS PRELIMINARY RECOMMENDATION # 5
Provide incentives for agencies to save money and defer spending until necessary.

Basisfor recommendation:

Agencies generally defer their spending until necessary to accomplish their goals and objectives.
Although annual appropriations require annual accounting and close-out, fisca year end
deadlines have the effect of motivating agencies to spend appropriated money — even when it
would be acceptable to wait several months — rather than lose the money. The impetus to spend
is further exacerbated when an agency’s judgment, integrity, or management ability are
subsequently questioned when it fails to spend al it was given, within the timeframe allotted.

Reducing future operating budgets by amounts prudently saved during the current year is
disincentive to take advantage of one-time savings opportunities. Further, it does not take into
account times when savings are produced by extraordinary efforts, which are difficult to repeat.
It also ignores the interest earned on unexpended funds (still needed for the original purpose, but)
unspent due to prudence, unexpected useful life, or circumstances beyond agency control.

While many motivators exist for spending appropriations, there are few for saving money or
deferring expenditures. There are virtually no meaningful rewards for individuals or agencies to
save money or reduce costs. More importantly, agencies that are able to consistently do more
with less money are the very agencies, which demonstrate their ability to generate a high return
on investment.

Agencies should be permitted to carry-over unspent appropriations for one quarter into the new
fisca year. Decison unit funding not spent in a fisca year (or carry-over period) due to
unforeseen circumstances or wisely deferred acquisitions should receive the highest priority in
subsequent budgets unless otherwise requested by the agency.

A study should be conducted to identify methods to meaningfully reward individuals who save
money.

Advantages:
- Saves money.

Reduces unnecessary or untimely expenditures.

Increases interests earned.

| dentifies and rewards agencies able to make a high return on investment.

Focuses employee attention on saving time and money.

Allows agencies to react to situations and opportunities.

Disadvantages:
Accounting procedures and book-balancing are more difficult.



Budget | mpact:

One-time costs to modify accounting and tracking systems.

Worst-case long term impact — budget neutral.

Best-case long term impact — reduced cogs and increased interest earned.
Risks: Minimal

Obstacles:
Current state statutes.
Difficulty in changing a well-established process and adapting to a new one.
Delays accounting close-out for the fisca year.

Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle(s): State Legidation.
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4 GOS PRELIMINARY RECOMMENDATION # 6

Consider consolidating the smaller, independent agriculture-related entities (primarily the small
commodity commissions) in State Government into the Department of Agriculture.

Basisfor recommendation:
Provides for rational governance, improved administration, better coordination, and continuity of
agriculture-related services.

Advantages:
- Saves administrative costs.
Improves the quality of administration.
Provides for better coordination.
Facilitates cooperative advertising and contracting.
Provides for consistency and continuity in the services provided.
More money is available for individual missions.

Disadvantages:
Perceived loss of independence.

Budget I mpact:
More money will be available for individual missions.
Will require some one-time costs associated with the change.

Risks:

Obstacles:
Current state statues.
Office space demands.

Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle(s): Change state statutes.
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R GOS PRELIMINARY RECOMMENDATION# 7
Change the statutes limiting employee bonuses.

Basisfor recommendation:

Idaho Code now limits employee bonuses to a maximum of $1,000 per employee per year —
regardiess of salary or the value of persona accomplishments. Bonuses may only be awarded for
“excellent” work. Private industry rewards various kinds of employee performance and
contributions, including: recruitment, retention, goa attainment, team efforts, extraordinary
accomplishments and ideas, and cost savings. Employees whose suggestions, work, or
performance saves the state money should also reap some of the rewards.

Bonuses are one-time payments, which do not represent ongoing obligations of the state.

Advantages:
Improves present and future employee performance.
Helps recruit and retain best employees.
Focuses employee attention on saving time and money.
Allows agencies to react to situations and opportunities.

Disadvantages.
Undisciplined use is counter-productive or adds nothing to the bottom line.

Budget Impact
One-time annual bonus costs — theoretically offset by present and future savings or
performance improvements.

Wordt-case long term impact — budget neutral if limited to annual savings in agency

appropriations.

Best-case long term impact — reduced costs and increased attention to cost savings.
Risks: Minimal if limited to annual savings in agency appropriations.

Obstacles:

Current state statutes.

Public perceptions about state employees and their conpensation.
Alter natives: Remove bonus limit but require approva by DFM.
Minority Opinion(s):

Possible Implementation Vehicle(s): Change state statutes.
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GOS PRELIMINARY RECOMMENDATION # 8
Use incentive pay methods employed by private industry whenapplicable.

Basisfor recommendation:

Private industry rewards various kinds of employee performance and contributions, including:
recruitment, retention, goal attainment, team efforts, extraordinary accomplishments and ideas,
and cost savings. Employees whose suggestions, work, or performance saves the state money
should aso reap some of the rewards.

Advantages:
Improves present and future employee performance.
Helps recruit and retain best employees.
Focuses employee attention on saving time and money.
Allows agencies to react to Situations and opportunities.

Disadvantages: Undisciplined use is counter-productive or adds nothing to the bottom line or
may prove more costly.

Budget | mpact:
Risks:

Obstacles:
Current state statutes.
Public perceptions about state employees and their compensation.

Alternatives:
Minority Opinion(s):

Possible Implementation Vehicles:
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GOS PRELIMINARY RECOMMENDATION #9
The state should improve and expand its management planning to include:

Financial Management
Short and long-range forecasts of income and expenditures
Projections of future Medicaid costs
Short and long-range capital budget costs
An independent analysis of fiscal notes on any new legislation

Capltal (facilities) M anagement
An agency-prepared 10- year facilities master plan — updated annually
A move toward providing for at least 2% of capital value for maintenance
Reporting of deferred maintenance on al building, highways, and bridges

An improved system to determine priority-setting for capital construction at colleges
and universities.

Managing For Results

- A State Strategic Plan containing goals and performance measurements which
support the Governor’s policy agenda
Cascading department and division strategic plans which support the goals contained
in the State Strategic Plan and employ the performance measurements contained
therein
Performance evaluations based upon adherence strategic plans
Setting ambitious, measurable goals, making results- measurement a priority
Promoting collaboration between departments
Focusing measurements on outcomes rather than outputs
Distinguishing between key and non-key measures
Limiting the number of performance measures to a manageable level
Linking plans to performance measurement, evaluation, and budgeting
Making any reports short, understandable, and useable

Human Resour ces

- A Statewide Workforce Plan which accounts for current and future state workforce
needs
Training of supervisorsin handling complex personnel issues

Improving HR information systems, moving the State of 1daho toward being a single
employer

Basisfor recommendation:
Provision for forward-thinking, top-down enterprise planning is essential to the state’s success.
Anticipating further into the future will help moderate fluctuations in service delivery.



Advantages:
Disadvantages.
Budget | mpact:
Risks:

Obstacles:
Alternatives:
Minority Opinion(s):

Possible Implementation Vehicles(s):
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M GOS PRELIMINARY RECOMMENDATION # 10

Eliminate the individual governing boards of agencies operating under the review of the State
Board of Education, or move the oversight of those agencies and their boards to a more
appropriate location. The affected agencies include: the ldaho State Library (ISL), Career
Information System (CIS), and the Idaho Historical Society (IHS).

Basisfor recommendation:

Having an agency answer to two governing boards creates confusion, separates responsibility
and authority, and is not an ideal management organization. Specific boards under the State
Board of Education could be made advisory boards, or, aternatively, agencies could be moved to
the Department of Self-Governing Agencies.

Advantages:

Disadvantages:

Budget Impact: Neutral

Risks:

Obstacles: Requires alaw change

Alternatives: Status Quo

Minority Opinion(s):

Possible Implementation Vehicle: State Legislation
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[ GOS PRELIMINARY RECOMMENDATION # 11

Either repea the Idaho Agricultural Labor Act or rewrite it, tailoring it to current conditions and
needs.

Basisfor recommendation:

Many of the definitions, provisions, and features contained in the Idaho Agricultural Labor Act
have been addressed by more recent state and federal laws, making its value uncertain. The Act
should either be repealed or, if an interested constituency exists, rewritten, making it consistert
with related laws and applicable to prevailing conditions.

Advantages: Either eliminates archaic Idaho Code or updates it to meet present needs.
Disadvantages: Unknown.

Budget Impact: Budget neutral.

Risks:

Obstacles: Idaho Code §22-4103 to 4113

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legidation
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GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
INTERMEDIATE RECOMMENDATIONS

GOSINTERMEDIATE RECOMMENDATION # 1

Revise the judicia e ection/appointment process. All three branches of state government should
work together to develop a selection/retention process for district and appellate court judges
using: retention in office, public funded campaigns, or some other method.

The governor should consider, but not be limited to, judicia council nominations when filling
vacant judgeships.

Basisfor recommendation:

Courtrooms should be presided over by trained, qualified legal professionals. Fundraising and
election campaigns periodically divert jurists attention from the bench and may provoke
candidates into taking positions on issues, thus clouding impartiality in individual cases coming
before the court. Nonetheless, judges should be accountable to the people.

To protect the public interest, the governor, in addition to considering judicial council nominees,
should be free to consider and appoint other, qualified person when filling judicial vacancies.

Advantages: De-paliticizes the Judiciary.

Disadvantages.
May eliminate direct voter suffrage for judicial positions
May reduce “loca” control
Nominees could be subjected to “litmus test” criteria for appointment or confirmation

Budget Impact: Budget neutral.
Risks:
Obstacles:
Idaho Constitution Article V, Sections 6, 11, 23.
Idaho Code § 1-2102, etc.
Alternatives:
Minority Opinion(s): Many members of the GOS Key Committee clearly expressed the desire
to eliminate all political patronage from the judicial appointment/election process and to ensure

that any committee recommendations would have that effect.

Possible Implementation Vehicle: Constitutional Amendment; State Legislation



GOSINTERMEDIATE RECOMMENDATION # 2
Review, with the goal of reducing, the number of boards, commissions, and councils, and trim

the number of board members, commissioners, and council members of those remaining. As
each is considered, the following guiding principles should be employed:

Basisfor r

There should be a present need for each entity’ s continuing existence.

The activities and functions of the entity should be consistent with its original
purpose and establishing legidlation.

Each entity should exist within one of the existing departments.

Each entity should have the fewest number of board, commission, or council
members as possible.  Members should represent more than one constituency
whenever possible.

Constituency-representation composition and qualifications for board, commission,
and council membership should be fitting for current conditions and present need.
Entities with similar or related functions should be combined, regardiess of their
preference.

Entities with enforcement and regulatory responsibilities can be combined with
advisory and advocacy entities. The consolidated entity should be charged with
establishing measures to preserve the integrity of both types of duties.

As time passes, savings, due to consolidation of administrative staff and other
efficiencies, should be devoted to the enumerated ends, objectives, and activities of
the consolidated entity.

ecommendation:

Although each was created because of conditions or need, the number of commissions, boards,

and counci

Is is unwieldy. Periodic review of these entities is appropriate to ensure effective,

efficient government.

Advantages: More efficient government.

Disadvantages.

Budget Impact: Minimal.

Risks: Minimal.

Obstacles:

Current state statutes
Dedicated funds

Alternatives:
Have the Lieutenant Governor periodically review and report on the composition and need for
each commission, board, and council.



Minority Opinion(s):

Possible Implementation Vehicle: Executive Order.






GUIDING QUESTIONS FOR THE REVIEW OF
INDIVIDUAL BOARDS, COMMISSIONS, AND COUNCILS

General Questions
- What is the organization’s mission or charge and is it according to statute or executive
order?
How has the organization gone about seeking to accomplish its misson and what
progress has been made?
What statewide benefit is being realized?

Questions for the Review of Advisory Councils and Commissions

- What reports or other deliverables have been generated and how have decision makers
utilized these reports?
Are there councils/lcommissions that were created on an ad hoc basis that have become
“standing” in nature and, if so, why?
Can councils/commissions with similar missions be consolidated (e.g. Children at Risk
Taskforce, Children's Trust Account Board, Governor's Coordinating Council on
Families and Children) and how would consolidation impact the fulfillment of an
organizations mission and service delivery?
Can consolidation of a council/commission be justified politicaly, financially, and from a
caseload and constituent/customer perspective?
What rationale is used to determine an appropriate number of board, council, or
commission members (e.g. District Magistrates Commission)? Is regiona representation
absolutely necessary?
Can membership be reduced without jeopardizing a council/commission’s fulfillment of
its mission?
What expenses have been incurred and are these expenses justifiable?

Questions for the Review of Regulatory Boards and Commissions

- What event, issue, or need prompted the creation of the board or commission? |s there
till an issue or need that justifies the existence of the organization or should its statutory
authority be repealed?
How up-to-date is the board or commission’s statutory authority? Are administrative
procedures in compliance with the statutory authority?
Is the administrative and policy making capacity adequate to fulfill the mission? If itis
not adequate, how would consolidation enhance or limit administrative and policy
making capacity?
What changes, in terms of technology or accepted practices, may justify the abolishment,
downsizing, or expansion of the board or commission (e.g. Shorthand Reporters)?
Is the regulation of a particular profession absolutely necessary to protect public health
and safety? How well is regulation by licensure protecting the health and safety of the
public?



How many licensees are there? Have the number of new applicants remained stable or
have they increased or decreased over time? Have renewals remained stable, or have
they increased or decreased over time?

What does a review of the investigative and enforcement actions taken by a regulatory
board or commission reveal? What is the ratio of complaints to enforcement actions
against violators (In other words, is the organization simply a collection agency of
licensing fee revenues, or is the general public actually being protected as a result of
regulation and enforcement)?

What procedures do regulatory boards or commissions have in place to handle complaints
and violations of statute? Are these procedures effective in terms of properly protecting
public health and safety and does the organization have the necessary resources to
investigate and enforce its statutory provisions?

What lawsuits have been filed against a board or commission and why? Are these
lawsuits a reflection onthe performance of the organization?

Are there boards or commissions that continually operate in a deficit position and, if so,
why?

What have been the findings and recommendations as a result of audits by the Office of
Performance Evaluation and Legidative Audits?
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GOSINTERMEDIATE RECOMMENDATION # 3

Study the possible creation of a quas-judicia function within the executive branch to preside
over contested cases throughout the State of Idaho involving disputes between a state agency
party and a private party where the party’s rights, duties or privileges are required by Idaho law
to be determined by the agency after notice and an opportunity for hearing.

Study participants should include the Office of the Attorney General, the judicial branch, and
those executive branch agencies likely to be affected should such an agency be created.

Basisfor recommendation:

Procedures for conducting hearings and providing due process vary widely among state agencies.
Wide disparities exist in: the qualifications of hearing officers; the selection criteria for hearing
officers; the timeliness of decisions; the degree of independence hearing officers have from
agency participation in adjudicatory functions. Ensuring the timely, efficient, and impartial
adjudication of these matters is in the best interests of the State and its citizens. A serious study
of the matter is warranted.

Advantages:
Promotes due process.
Enhances the independence and perceived independence of the hearing officers.
Increases accountability of the adjudication process of administrative matters.
Establishes consistent procedures upon which all parties to a dispute, whether an
agency or private citizen, can rely.
Over a period of time, improves the cost effectiveness of the adjudicatory process by
allowing for shifting of workloads typically delegated to hearing officers.

Disadvantages.
Some matters may require a high level of expertise to effectively adjudicate.
Priority of work not determined by the agency involved, yet the agency may be
adversely affected by untimely decisions.

Budget Impact
Possible savings of administrative costs.
Initial costs associated with establishment.
After initial costs, the proposal is at least budget neutral. Each agency required to
perform adjudication functions already has a budget for that purpose. The service,
and the agency’s responsibility for performing that service, would be shifted to a
central agency that would handle all administrative adjudication. The ability to shift
the work to areas of greatest need would likely result in a long-term cost savings.

Risks: Unforeseen.

Obstacles:



The perception that the creation of another agency would increase the overall size of
state government.

Resistance of individual agencies and their constituents to gving over adjudication
functions to an independent agency.

Changes to existing statutes will be necessary, primarily the Idaho Administrative
Procedures Act.

Federal funding of some state programs could make it difficult to move the
adjudication of disputes under those programs to another agency.

Alternatives:
Maintain the status quo
Establish a central office for administrative hearings, but alow agencies to participate

on avoluntary basis.

Minority Opinion(s):

Possible Implementation Vehicle: Execuive Order; State Legidation.
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B GOSINTERMEDIATE RECOMMENDATION # 4
Provide incentives for state agencies and state employees to reduce the size and cost of
government.

Basisfor recommendation:
Providing incentives to, and eliminating perceived pendties for, reducing the size and cost of
government will make the effort more successful.

Advantages:
Allows agencies and employees to benefit from producing more efficiencies and
taking on more work.
Provides the possibility for pay increases for motivated employees.

Disadvantages.
Requires control mechanisms and oversight.
Subject to abuse and “ paper savings.”
Un-sustained improvements can prove costly over time.

Budget | mpact:
Possible savings.
Costs associated with oversight and control mechanisms.

Risks: Without the proper controls, it may tend to encourage short-term thinking at the expense
of long-term investments.

Obstacles: The widely held perception in the legidature and citizenry that they are aready
paying for lean operations, and the expectation that keeping their job is adequate motivation for
employees to implement the same or similar cost savings.

Alternatives: Use incentive pay methods employed by private industry when applicable. (GOS
Immediate Recommendation #8 adopted in December).

Minority Opinion(s):

Possible Implementation Vehicle: State Legidation
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GOSINTERMEDIATE RECOMMENDATION # 5
Merge the Idaho Disability Determinations Service (IDDYS) into the Idaho Department of Labor
(IDOL).

Basisfor recommendation:

In late July 2002, the governor’'s office appointed Roger Madsen of the Idaho Department of
Labor (IDOL) to be the interim Director for the Idaho Disability Determinations Service (IDDS).
Prior to that time, IDDS reported directly to the Governor. IDDS is only one of two DDS's in the
nation that report directly to a governor. All other state DDS agencies report to a larger state
agency within the state organization.

Advantages:
- Eliminates direct oversight by the governor of a small agency (54.8 FTE'S).

Both agencies write decisions regarding an individual’s rights to benefits. IDDS issues
decisions regarding benefits under Title 1l (disability benefits) and Title XVI
(supplemental security benefits) for the Socia Security Administration. IDOL issues
decisions for Unemployment Insurance benefits.
IDDS federal reporting requirements, i.e. performance measures for decisions regarding
production, quality and time lapse are very similar to the federal reporting requirements
of the unemployment insurance program.
IDDS funding mechanisms are similar to IDOL funding mechanisms, i.e. both agencies
are primarily federally funded; therefore, accounting functions could be centralized in
one agency. Other areas that could be centralized within the larger agency are
Information Technology, Human Resource and program and automation training.
Under the leadership of Roger Madsen, the Idaho Unemployment Insurance program
performance moved from 46™ in the nation in 1995 to the top five in the nation by 1998
and has remained in the top 10 for the past four years. IDDS has improved its production
performance from 42" in the nation for I Quarter of 2002 to #4 in the nation for 1
Quarter of 2003.
Over the past seven months, IDOL has developed a working relationship with IDDS staff
and management, and is now familiar with their processes.

Disadvantages. None evident.
Budget Impact: Budget neutral.
Risks: Minimal to low.
Obstacles: None evident.

Alter natives:
Maintain the status quo
Merge the agency with another state agency that has oversight of medical issues.



Minority Opinion(s):

Possible Implementation Vehicle: Executive Order.



GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
LONG-TERM RECOMMENDATIONS

GOSLONG-TERM RECOMMENDATION # 1
Remove the cap on the maximum number of unused sick leave hours state employees may use
toward paying health insurance premiums in retirement.

Basisfor recommendation:

Time employees spend away from their jobs is productive time lost to the state of Idaho. Giving
people a benefit for unused sick leave provides an incentive for them to not take sick leave
unless they absolutely have to do so. Health insurance costs are rising. Employees are concerned
about paying premiums in their retirement years. This proposal would reward employees who
have provided diligent state service.

Currently, 50% of a maximum of 1,200 hours of unused sick leave at retirement may be used to
toward paying health insurance premiums in retirement, using the following formula: Maximum
allowable hours of unused sick leave / 2 x hourly wage at time of retirement. Actuarial estimates
of the marginal cost increase from doubling the limit or removing the limit completely is very
small — amounting to an increase of 0.45% of pay.

Advantages:
Promotes the wise use of sick leave.
Brings State employee benefit into parity with benefit to School District retirees.
Assists retirees faced with high insurance premiums and limited income.
Disadvantages:
Budget Impact: A small increase (0.45%) in State contributions to the existing program.
Risks: Minimal.
Obstacles: Idaho Code Section 867-5339.
Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legidation.
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GOSLONG-TERM RECOMMENDATION # 2

Change the function of the Soil Conservation Commission from directing to that of advisory to
the Idaho State Department of Agriculture (ISDA).

Basisfor recommendation:

Consistency within the activities of the ISDA is important. Self-governing, directing units within
the department can be counterproductive.

Advantages: Allows more money to be invested in soil conservation.

Disadvantages:

Budget Impact: Budget neural.

Risks: Minimal.

Obstacles:

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legidlation.
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GOSLONG-TERM RECOMMENDATION # 3

The Office of Performance Evaluations, or some other independent entity, should conduct a
study of the organizational structure and functions of the Department of Health and Welfare
(DHW) to determine if, or how, it might be better organized.

Basisfor recommendation:
The considerable size and budget of DHW dictate that the state carefully analyze the structure
and functions of this agency.

The Government Organization and Structure Key Committee (GOS) has reviewed and approves
of the initiatives recently implemented by DHW Director, Karl Kurtz, and believes it best to let
them run their course. It is especially encouraging to see the reorganization of the seven regional
offices — aligning policy implementation consistently throughout the state. Future plans include
integration of care plans for child support, physical headth, and menta heath All these are
expected to benefit from integrated igibility and case management processes and exit plans for
those receiving services. Furthermore, there appears to be a greater level of cooperation, on the
part of DHW, with agencies having similar or related duties — principally those related to human
services, interventions with families and children, dealing with troubled youth, and training.
Progress in these areas is promising and should continue.

The GOS Key Committee has considered numerous organizational changes, including:

following the State of Utah’'s model which has strong emphasis on Workforce
Services
breaking DHW into smaller, more discrete units

consolidating certain functions (such as client training or retraining) into other
agencies

However, due to the costs and potential risks associated with making significant changes, it was
determined that it is not in the public interest to do so without a careful, comprehensive study.

Advantages:

A clear understanding of costs and benefits is essential before major changes should
be made.

The top management of DHW is making positive changes and should be allowed to
continue their work.

Disadvantages:

Budget Impact: The cost of the study.

Risks: None anticipated.

Obstacles:



Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle:
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GOSLONG-TERM RECOMMENDATION # 4

Conduct a study of employee leave policies. Consider combining earned leave categories, such
as. Annual, Sick, and Earned Administrative Leave.

Basisfor recommendation:

It is not critically important for the state to know why employees are absent. Accounting for
earned leave may serve no useful purpose.

Advantages:

Disadvantages:

Budget | mpact:

Risks:

Obstacles:

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle:
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RECOMMENDATION: GOS Long Term Recommendation # 4
M INORITY REPORT: NANCY VAZQUEZ

State Employee benefits have diminished over the past ten years. This has resulted in
state employment being less attractive for new employees and has hampered the ability to
retain trained state employees. In the past ten years, state employees have seen:

the abolishment of longevity pay

lack of support for funding the Hay compensation plan

no cost of living pay

a change to merit pay only

reluctance to enhance the PERSI retirement system

the loss of an independent voice on recommendation of state employee pay

increases

increased health insurance premiums/decreased health insurance coverage

elimination of the State Print Shop

cap on employee bonuses

lay offs due to funding reductions and holdbacks

state hiring freeze

freeze on pay increases

All of these actions have had a direct impact on state employees. State employees
continue to work hard and hope to be treated fairly. This recommendation implies that
there is a better system for employee leave. However the recommendation does not
provide any rationa for changing the system nor does it provide any aternative leave
policies that will not cause harm to state employees.

In speaking with the State Controller, Keith Johnson, he indicated that his department
tracks leave separately. He further stated that tracking it separately does not create a
problem for his office.

By changing the leave from specific categories, several benefits to state employees would
be impacted. Further legidation would need to be passed to address these critical issues.
Additionally, vacation leave and sick leave are earned at different rates. Vacation leave
accrual is increased in five-year increments with a maximum rate at 20 years of service.
Sick leave accrual rates are static.

Right now, state employees are able to convert sick leave at retirement to purchase health
insurance. State employees are supportive of GOS Recommendation #1, which lifts the
cap on the amount of sick leave that could be converted. If the leave is not tracked and
there is only one type of leave, how will the state be able to continue with this benefit?

State employees also fought a long battle to establish a sick leave bank. The legidature
would not allow state employees to donate sick leave but required donation of vacation
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leave. The sick leave bank has been a great benefit to state employees who have
exhausted all their leave and find themselves or a family member suffering from an
illness that requires the state employee to miss work. This is a great benefit to state
employees in order to continue to pay their bills, buy food, and pay for their housing.
What would happen to this benefit without a separate accounting of leave?

Idaho Department of Labor has a closed retirement system. Under this retirement
system, IDOL employees who are eligible to retire from this system can convert their
sick leave balance to months of credited servicee. What will happen to the DOE
retirement system of sick leave conversion if leave is not tracked?

In order to retain and attract state employees, the State of Idaho should seek to be the
model employer. Decreasing benefits, in the current economic conditions and with the
lack of pay raises for the past two years, does not send the appropriate message to state
employees. Changing the leave policy would be an additional economic hardship for
state employees.

NOTE: Thisrecommendation passed by avery slim mgority of the full committee.
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GOSLONG-TERM RECOMMENDATION #5
Minimize the use of preprinted agency letterhead by using computer-generated forms.

Basisfor recommendation:

Computer printing technology is sufficiently advanced to permit cost effective printing of
letterhead, and other forms, along with text at the same time — minimizing the need for
preprinted forms. Implementation of such a practice will eliminate reprinting costs caused when
personnel, phones, or addresses change.

Advantages.

Greater efficiency and savings to the state.

The technology can provide adequate quality for routine communications.
Disadvantages. Cost savings may not be present when color printing is necessary.
Budget Impact: Cost savings are likely.

Risks: Minimal.

Obstacles: Agency preferences and procedures
Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle:
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GOSLONG-TERM RECOMMENDATION # 6
Co-locate small state agencies in the same building.

Basisfor recommendation:

There are many small state entities located in the Boise area, each renting their own facilities,
having their own phone and office systems. Cost-saving potential exists if these small entities
were co-located. Telecommunications equipment, some computer resources, and office
equipment could be shared. Common areas could be minimized or reduced. Co-location of state
officesin locations other than the Boise area should also be considered when practical.

Advantages:
Greater efficiency and savingsto the state.
Minimizes duplication of infrastructure items, which can be effectively shared.
May provide more convenient public access to government by minimizing the
number of locations.

Disadvantages:

- If leased, coordination of existing lease expirations and coordinated moves may be

difficult.
Agencies needing to expand may have difficulty in doing so if space is not available.
In those cases where expansion is unavoidable, premises costs for those agencies
remaining may increase if another, appropriately sized, state agency tenant cannot be
found.
Agencies needing to contract may realize no premises costs savings in doing so.
Some computer systems cannot be cost-effectively shared.
Parking, particularly for the public, must be adequate.

Budget | mpact:
High initial construction costs if a state-owned facility.
Study required to predict future savings.
Risks: Study required to determine risks.
Obstacles:
Existing leases
Funding for construction
Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle:
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GOS LONG-TERM RECOMMENDATION# 7
Consolidate self-governing licensing boards and commissions into a Division of Occupationa
Licensing within the Department of Self-governing Agencies.

The Division of Occupational Licensing should include three (3) bureaus. a Health Professions
Bureau (HPB); a Business & Technical Professions Bureau (BTPB); and a Management Services
Bureau (MSB). The HPB will provide support to al hedth related boards. The BTPB will
provide support to the non-health related boards. The MSB will provide the necessary internal
support to the Division.

Boards that set qualifications and standards, investigate complaints, and impose discipline,
necessarily require a degree of autonomy from licensing and regulatory bodies. Care must be
taken to preserve al necessary aspects of autonomy for such boards during reorganization.

Basisfor recommendation:
The current organizational and financial structure of self-governing licensing boards and
commissions includes:
- 30 licensing entities with the mission to protect public health, safety, and welfare
through the licensing of practitioners within professions regulated by the boards;
18 of the 30 boards currently centralized under the Bureau of Occupational Licenses;
12 boards having their own individual staff and office space;
21,000 licensees supported by the Bureau of Occupational Licensing which has 17
Full-time Positions (FTPs) and FY 2002 actual expenditures of $1.3 million, resulting
in a cost per licensee of $62.00;
In excess of 55,000 licensees supported by the staff of the 12 individual boards which
have 64 FTPs and FY 2002 actual expenditures totaling $5 million, resulting in a cost
per licensee of $91.00;
Combined salaries and benefits for the executive personnel of the 12 boards totaling
$700,000;
Administrative capacity of staff and executive directors that varies considerably,
depending upon the size of the board and the competence of its executive director.
Consolidation of these entities will provide ample opportunities to improve
efficiencies and save overhead costs — potentially saving as much as $3 million
annually.

Advantages:
- Maintains autonomy of boards and commissions.

Provides uniformity in licensing and regulation enforcement.

Consistent or improved service.

Reduces costs.

Based upon a proven organizational model.

Disadvantages:



Budget | mpact:
Wordst-case long-term impact — budget neutral.
Best-case long-term impact — annual cost savings as high as $3 million.

Risks:
Failure to maintain effective regulatory oversight during the reorganization period.
A perceived loss of autonomy, control, and regulatory oversight. Care must be taken
during reorganization to avoid an actual loss of necessary autonomy, control, and
regulatory oversight.

Obstacles:
Current state statutes.
Dedicated funds.

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle:
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GOSLONG-TERM RECOMMENDATION # 8

Conduct an independent study of the state’'s accounting and reporting system, STARS, and its
interfaces with agency financiad management systems, and assess its adequacy to meet the
current and future needs of the state. The purpose of the study is to consider the feasibility of
adopting a centralized financial management system that allows flexibility of individual agency
specialized requirements. The study should consider needs and evaluate existing financial
systems and identify opportunities for shared efficiencies and cost savings. Particular attention
should be given to the convenience of its use and its efficiency in producing: standard accounting
reports, the Comprehensive Annua Financial Report (CAFR), and other financial and statitical
information needed by the state's policy makers.

The Office of the State Controller, in conjunction with the Division of Financial Management
(and other policy makers) should determine the type, format, transmission method, and level of
detail for information required from agency-based financial management systems for enterprise
use. Whenever possible, executive-branch agencies developing, renovating, or changing
financial management systems (or major components) should consider the feasibility of designs
which lend themselves to use by other agencies as well. The Division of Financial Management
should be involved in the design phase of such projects.

Basisfor recommendation:

It is reasonable to expect an enterprise the size of the government of the State of Idaho to have
unified, consistent accounting practices and reporting. The state’'s ability to adapt to changing
conditions requires timely, accurate accounting and statistical information. The chief executive,
legidlature, and elected officials require this information in order to make sound policy decisions.
The state's credit rating depends upon timely, accurate accounting reports and sound policy
decisions.

The existing STARS accounting system, and other centralized systems such as payroll and
human resources, generally meet the needs of the state as an enterprise. However, some
improvements are desirable, such as. a data repository for ad hoc querying of financial
information. Therefore, an assessment of the system isin order. Further, it is recommended that
serious consideration be given to the findings of the assessment. |f changes are needed, they
should be adequately funded.

Many agencies have financial management and information needs which do not apply to the state
generally. For example, federal grant conditions, endowments, cost accounting, labor/time
distribution, cost allocation systems, financial aid, and student-based registration/accounting are
financial system components needed by only a few entities. Even when there are shared
requirements, they may yet be so dissimilar in their detail that common sub-systems are
impractical to develop and maintain. Nevertheless, when sharing of these components is
practical, agencies should do so and opportunities for doing so should not be overlooked.
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While the accounting information of the state is important, care should be taken when
determining reporting requirementsto avoid unnecessarily adding to the workload of agencies.

Advantages:

Gives an unbiased assessment of the strengths and weaknesses of the states
accounting system.

| dentifies opportunities for improvement.

Encourages cooperation between agencies having similar requirements and avoids
unnecessary duplication.

Identifies essential information needed by policy makers.

Mests the needs of the state as a whole as well as the needs of individual agencies.

Disadvantages:
Cost of the study.
If serious deficiencies are discovered, the cost to correct them will be realized by the
state.

Budget Impact: Budget neutral.

Risks: Minimal.

Obstacles:

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle:

11
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GOSLONG-TERM RECOMMENDATION#9

Asthe State of Idaho uses technology to conduct business it should strive to meet the goals of:
Improving the state’ s responsiveness to citizens;
Improving government effectiveness;
Making it easy for citizens to obtain service and information from state government.

In the future, when developing or modernizing e government systems, agencies should design
them to be citizen-centered and results oriented, resulting in:
- Simplifying delivery of services and information to the citizens
Streamlining government operations
Creating one-stop points of service which are easy for citizens to find, access, and use
Providing rapid response to citizens' needs
Eliminating redundancy not necessary for robust, high-availability service delivery
Eliminating duplication of effort for individuals and business when collecting data,
auditing, or issuing licenses and permits
Reducing costs
Improving service
Giving appropriate consideration to privacy and information security
Achieving the Governor’s strategic planning objectives

State policy makers should take greater advantage of the knowledge and experience of the
agencies’ information technology (IT) professionals when setting technology policies, standards,
and directions.

Basisfor recommendation:

Society has become increasingly interconnected — depending heavily upon computers, electronic
communications, and the Internet. As a result, citizens expect high levels of service 24 hours a
day, seven days a week. Government cannot easily meet this expectation using traditional
methods, and must rely upon technology to help it do so.

Technology has become an integral part the business processes of state agencies, providing them
the ability to rapidly adapt to their unique needs and to better serve the public. Therefore, in
order to obtain the greatest advantage from its efforts, it is important for the state to establish
overall objectives and the expected results (as outlined in this recommendation) for agencies to
use as they employ technology to accomplish their missions. Furthermore, agencies can more
quickly embrace opportunities afforded by rapidly changing technology if they understand the
state’s overal IT goals and the expected results.

While it is important for the state's highest policy makers to say what they want accomplished, it
is equally important for the states technology workers to help determine how (the technical
details) to accomplish it. The state possesses a vast reservoir of education, knowledge,
experience, and skill in its IT workers, and should seek every opportunity to take greater
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advantage of their expertise and advice when determining technology policies, standards,
guidelines, and directions.

Advantages:
- Goals and the expected results are clearly enumerated.
Agencies can be evaluated as to how well they meet the goas and achieve the
expected results.
More effectively uses the state’ s I T assets and expenditures.
|s adaptable to when high-level policy makers change.

Disadvantages.

Budget | mpact:
Initially, budget neutral.
Long-term cost savings and improved service are expected.

Risks: None.
Obstacles:
Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle: Executive Order.
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GOSLONG-TERM RECOMMENDATION # 10
The state should continualy review and update its purchasing laws, policies, procedures,
methods, and techniques — making them more efficient, cost-saving, and convenient to use.

Basisfor recommendation:

Technology advances have changed the way public and private entities buy and sell. Idaho has
developed an Internet-based purchasing system, which should continue to be improved so
agencies and vendors prefer to use it rather than a paper-based process. Financia instruments,
such as Purchasing cards (P-cards) and multi-vendor contracts, present the potential for
efficiencies in acquisition and payment efficiencies if properly controlled and used.

The requirement to go through the bidding process should be eliminated if agencies are able to
obtain a purchase price, which is at or below the published GSA price.

Obstacles to “design and build” contracts should be eliminated — vendors participating in
analysis, consultation, or design phases of projects should not be prohibited from bidding on the
build, implementation, or operation phases of projects.

It may be necessary to change the source of funding for the Division of Purchasing to not depend
upon state contracts.

Advantages: Greater efficiency and savings to the state.
Disadvantages:

Budget | mpact: Worst case — budget neutral.

Risks: Minimal.

Obstacles: Statutes, policies, procedures.

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: Executive Order; State Legidlation.

14






Foocus on the Future

GOSLONG-TERM RECOMMENDATION # 11

Consolidate operation and oversight of state government records management programs
currently located in the Department of Administration (specifically the State Records Center in
the Division of Purchasing), the Idaho State Library (specifically the State Publications section
of the ISL), and the Idaho State Historica Society (specifically the State Archives in the
Historical Library and Archives Division of the ISHS) under a single administrative function.
Consideration should be given to placing the consolidated records entity within the Department
of Self-governing Agencies or in the office of an elected official.

Basisfor recommendation:

Placing closely related functions within state government under administration of one entity is an
appropriate step toward better coordination and improved efficiency of management and
preservation of physical records of the State of Idaho and other government organizations (i.e.,
counties, cities, districts). Meeting statutory requirements and state records guidelines set by the
Information Technology Resource Management Council (ITRMC), the State Historic Records
Advisory Board (SHRAB), and other records-related entities would be the responsibility of a
single management function that could more closely assure the intent of the legislature and
others are being recognized, and that resources sufficient to deal with such needs are being
appropriately sought and utilized.

Advantages:
- Improves cost-effectiveness by reducing duplication of job duties, operations and
equipment through consolidation of record-related services currently found in three
agencies under one administrative entity.
Improves coordination and efficiency in the production, access, distribution and
preservation of state records and documents as recommended in the 2002 report of
the SHRAB.
Enhances the opportunity for creation and implementation of strategies for handling
and preserving significant state electronic records of archival importance by placing
input into the ITRMC and its decisorntmaking process on policies under one
coordinated jurisdiction.
Overcomes the increasing “blur” between the definition of agency records and
publications that is being seen as a result of increased use of an electronic format by
placing oversight and coordination of both functions within one agency.

Disadvantages. Might require short-term expenditures to relocate records material and
equipment from three facilities to one location to fully maximize long-term efficiencies

Budget | mpact:
Possible initial costs, thereafter, worst case — budget neutral
Possible savings of administrative costs.
Possible savings through elimination of duplicate distribution of material.
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Risks: Minimal to low.

Obstacles: Identification and transfer of records-related funds within the existing entities.
Alternatives. Status quo.

Minority Opinion(s):

Possible Implementation Vehicle: Executive Order, Legislation

16
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Bl GOS LONG-TERM RECOMMENDATION # 12

Reduce the majority vote requirement to 60% for passage of a school bond election when held in
the Primary or General Elections.

Basisfor recommendation:

The frequercy and cost of special elections, and the inconsistent use thereof throughout the state,
suggest the need to provide incentive to school districts to consolidate bond el ections with other,
regular elections.

Advantages:
Reduced costs due to specia elections.
Emergency elections could «till be held but would retain the higher maority
requirement.

Disadvantages:

Budget Impact: Election cost savings.

Risks:

Obstacles: Current state statutes.

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legidation.
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Key Committee
M eeting Summary

| daho 2020 Blue Ribbon Task Force

Key Committee— Government Organization and Structure

October 11, 2002
10:30 am. — 3:30 p.m.
5" Floor Conference Room, Office of the State Controller

| Attendees |
Co-Chairs; | Darrell Manning
John Tippets
Key Committee | Jerry Ethridge (for Billy Shipp)
Members: | Duane Grant
Don Mitchell
Annette Murray

Subject Matter
Experts:

Rich Elwood, Administration, ITRMC
Lyle Gessford, Administration, Division of Purchasing
John Glerum, Commerce

Support Staff:

Eric Beck, Labor
David Hahn, Division of Financial Management
Jean Hull, Labor

Next M eeting:

Thursday, October 24, 2002
9:00 am. —Noon
Room 126, State House

Discussion Points

I ntroductions;

Housekeeping:

Objectives:

Key Committee members, subject matter experts, and support staff
briefly introduced themselves.

There was a discussion regarding procedural issues and meeting
frequency. Darrell Manning indicated he expected the Key Committee
to prepare an interim report to the 1daho 2020 Blue Ribbon Task Force
by November 30, 2002. The next meeting of the Key Committee was set
for Thursday, October 24, 2002, 9:00 am. — Noon, in Room 126 of the
State Capitol Building.

The objectives of the Key Committee were discussed. Among the items
the Committee will review and address are:

All three branches of government: Executive, Legidative, and
Judicial.
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Short-term financial problems.

Long-term government directions with the year 2020 in mind.

Cost efficiencies.

What I1daho government does and how it doesit.

What is done well and where there are deficiencies.

Government activities and services which might be stopped, if they
are no longer needed or effective, or started if needed and not
currently provided.

Recommendations to other Idaho 2020 Blue Ribbon Task Force
Key Committees to closely examine matters not directly related to
the work of the Government Organization and Structure (GOS)
Key Committee.

Governor’s Executive Budget:

David Hahn, Division of Financial Management, briefly reviewed te
Governor’'s Executive Budget. |daho state government organizational
charts and copies of the 2001 — 2002 Idaho Blue Book were distributed.

State Deficit Spending:

The Idaho congtitutional mandate prohibiting appropriations and
expenditures from exceeding taxes during a fiscal year was reviewed.
Possible near-term solutions to projected budget problems were discussed,
including:
- One-time money

Taxes

Elimination of salestax exemptions
Expenditure reductions

Political Ramifications:

Agency Directors:

The Co-Chairs pointed out that while proposas by the GOS Key
Committee might carry very real political ramifications, they wanted
everything on the table for review. While the Committee is free to
propose any solutions, members should know that others, such as
legidators, might have differing views. One example: some legidators
would prefer implementing spending cuts before any discussion of tax
changes or increases take place. The Co-Chairs repeatedly expressed a
willingness and desire to look at al aspects of government, including
revenue generation and expenditures, regardless of the politica
ramifications.

It was suggested the GOS Key Committee invite selected Agency
Directors to appear before it and discuss items such as:

Ideas for improvement.
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Questionnaire:

Cost cutting ideas.

Proposing how they would accommodate a specified budget cut
(i.e. 3%, 5%, 15%).

Prioritizing all the work of the agency and then ask what would
happen if the lower priority items were eliminated.

Where investments should be made.

What can be outsourced.

Suggestions for ways to increase revenue.

Suggestions for ways to reduce expenses.

Ways to partner with other agencies and do common tasks.

Usng a dstatewide view of Information Technology and
Purchasing, determine ways of sharing resources or building
upon the successes already experienced.

In addition to inviting selected agency directors to meet with the GOS
Key Committee, it was suggested that a questionnaire be prepared for all
agencies. The questionnaire would provide a uniform method of
obtaining agency feedback using questions similar to those posed to the
agency heads appearing before the Committee.

Outsourcing:

The Committee discussed the possibility of more outsourcing, including:

School District Consolidation:

All school districts have personnel and systems for payroll. The
State of Idaho pays all operating expenses of school districts
except buildings. The question was asked: does it make sense for
each school district to have a payroll unit?

State Purchasing.

Areas not part of “core government competencies.”

The possibility of consolidating Idaho’s 144 school districts into logical
geographical boundaries or within county boundaries was briefly
discussed.

Dedicated Fund Agencies:

The Committee discussed the existence of agencies operating with
dedicated funds. The Committee intends to include “dedicated fund”
agenciesin its review.

Role of State Government:

Therole of State government was reviewed. The Idaho Constitution was
cited, as were statutory and regulatory roles. Members of the Committee
want to identify core government services and essential programs and
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believe the structure of the government should provide them. They also
expressed the desire to determine a yardstick by which government
should be measured and budgets determined.

It was generally agreed that the Committee could also propose policies
or changes that promote, preserve, protect, and nurture the quality of life
in Idaho. It was determined that representatives of the Department of
Environmental Quality and the Department of Fish and Game could
speak to the topic of practices promoting the quality of life we enjoy
today and want for our children and grandchildren.

Small agencies and commissions:

Discussion centered upon the number of smal agencies and
commissions — each having their own executive and support staff. Many
of these entities report to boards, often much larger than the commissions
themselves. There was a discussion of possibly consolidating similar or
industry-related commissions — at least for the purpose of sharing
support staff, telephone systems, and office equipment.

soliciting agency feedback using questions | Darrell Manning
similar to those which will be posed to the | John Tippets
agency heads appearing before the

Committee.

Action Items
Item | By Whom | When
Select and invite agency heads to meet Co-Chairs October 24, 2002
with the GOS Key Committee. Darrell Manning
John Tippets
Prepare questionnaire for agency directors | Co-Chairs October 24, 2002

Pursuant to discussion on various matters, Rich Elwood October 24, 2002

submit written suggestions to Co-Chairs. David Hahn

Lyle Gessford

Prepare and submit an Interim Report to GOS Key Committee November 30, 2002

|daho 2020 Blue Ribbon Task Force.
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GOVERNMENT ORGANIZATION AND STRUCTURE COMMITTEE
OCTOBER 24, 2002
9:00 — NOON, Room 126, CAPITOL BUILDING

AGENDA
9:00 INTRODUCTORY REMARKS DARRELL MANNING
JOHN TIPPETS
9:10 DEPARTMENT HEAD PANEL
10:30 BRAINSTORMING SESSION —

WHAT ISSUES DO WE WANT TO ADDRESS?

- B OARDS AND COMMISSIONS AND STATE AGENCIES
" CONSTITUTIONAL ISSUES / ELECTED OFFICIALS

" BUDGETING

- INFRASTRUCTURE ISSUES

" LocAL GOVERNMENT

" OTHER ISSUES

11:50 ASSIGNMENTS

11:55 NEW BUSINESS

12:00 ADJOURN



B OARDS AND COMMISSIONS AND STATE AGENCIES

VVVYVYVY

WHAT IS THEIR ROLE? IS IT NECESSARY?

HOW ARE THEY ORGANIZED NOW?

WHAT ARE THE ALTERNATIVES?

COULD SOME BE ELIMINATED?

SHOULD SOME BE COMBINED OR REORGANIZED TO REDUCE THE NUMBER/ GAIN
EFFICIENCIES?

EXAMPLES:

ELIMINATE COMMISSIONS OR BOARDS ON SOME STATE AGENCIES (TRANSPORTATION;
CORRECTIONS)

COMBINE COMMISSION ON HUMAN RIGHTS, HISPANIC COMMISSION, WOMEN'S
COMMISSION

COMBINE ALL AGRICULTURE COMMISSIONS INTO ONE

COMBINE LOTTERY COMMISSION AND LIQUOR DISPENSARY, HORSE RACING, BINGO -
RAFFLE

COMBINE PARKS AND RECREATION, LANDS, WATER RESOURCES AND DIVISION OF
ENVIRONMENTAL QUALITY, INTO A DEPARTMENT OF NATURAL RESOURCES

COMBINE VOCATIONAL REHABILITATION, IDAHO COMMISSION FOR THE BLIND AND VISUALLY
IMPAIRED, AND INDUSTRIAL COMMISSION VOCATIONAL REHABILITATION INTO ONE

COMBINE ADULT CORRECTIONS AND JUVENILE CORRECTIONS

COMBINE DIVISION OF FINANCIAL MANAGEMENT AND THE LEGISLATIVE SERVICES OFFICE

COMBINE IDAHO STATE LIBRARY, HISTORICAL SOCIETY

SPLIT HEALTH FROM HEALTH AND WELFARE ; COMBINE HEALTH WITH PUBLIC HEALTH
DISTRICTS INTO HEALTH DEPARTMENT

COMBINE WELFARE,, AGING, IDAHO COMMISSION FOR THE BLIND AND VISUALLY IMPAIRED,
VOCATIONAL REHABILITATION, INDUSTRIAL COMMISSION VOCATIONAL REHABILITATION,
DIVISION OF HUMAN RESOURCES, AND THE STATE OCCUPATIONAL INFORMATION
COORDINATING COMMITTEE (SOICC) INTO DEPARTMENT OF HUMAN RESOURCES

SHOULD THERE BE CENTRALIZED SUPPORT, SUCH AS HR, IT, OR LEGAL SUPPORT, FOR
BOARDS AND COMMISSIONS?

SHOULD WE EXPLORE OTHER EFFICIENCIES IN ORGANIZATION OF THE BOARDS AND
COMMISSIONS, FOR EXAMPLE, SCALE BACK ON THE DUTIES OF THE TAX
COMMISSIONERS (THEY CURRENTLY OPERATE WITHOUT AN EXECUTIVE DIRECTOR, SO
WE IN EFFECT ARE PAYING FOUR EXECUTIVE DIRECTORS TO HANDLE SPECIFIC PROGRAM
AREAS. ONE EXECUTIVE DIRECTOR MIGHT VASTLY REDUCE WORKLOAD).

SHOULD THERE BE BETTER ORIENTATION AND OCCASIONAL ONGOING TRAINING FOR
BOARD/COMMISSION MEMBERS ?

SHOULD THE GOVERNOR OR LT. GOVERNOR BE MEETING WITH BOARD AND COMMISSION
MEMBERS ON A REGULAROR “AS NEEDED” BASIS TO AVERT POTENTIAL PROBLEMS?



CONSTITUTIONAL ISSUES / ELECTED OFFICIALS
EXAMPLES:
ELIMINATE SOME ELECTED STATEWIDE OFFICES (LT. GOVERNOR, STATE CONTROLLER, ETC.)
AND HAVE THEM APPOINTED BY THE GOVERNOR
CONSOLIDATE CONTROLLER, TREASURE, AND SECRETARY OF STATE OFFICES
B UDGETING
EXAMPLES:
SHOULD STATE AND/OR DEPARTMENT BUDGETS BE BIENNIAL INSTEAD OF ANNUAL? OR
EXPANDED ONE YEAR AND ONLY SUPPLEMENTAL OR AMENDED THE NEXT?

SHOULD WE ADOPT A ZERO-BASED BUDGET SYSTEM, AND ENFORCE PERFORMANCE MEASURES
MONITORING?

INFRASTRUCTURE ISSUES
EXAMPLES:
SHOULD WE STREAMLINE HR FUNCTIONS BY EITHER ELIMINATING DHR AND ASSIGNING
FUNCTIONS TO THE INDIVIDUAL AGENCIES, OR ELIMINATING THOSE FUNCTIONS FROM THE
AGENCIES AND CENTRALIZING THEM IN DHR?
SHOULD WE BE LOOKING AT MORE CENTRALIZING OF INFORMATION TECHNOLOGY FUNCTIONS?
FOR EXAMPLE , CREATING THE CAPACITY IN ADMINISTRATION FOR SERVING SMALLER

AGENCIES’ INFORMATION TECHNOLOGY NEEDS?

SHOULD WE CENTRALIZE THE VEHICLE MOTOR POOL, OR AT LEAST FOR SMALLER AGENCIES?

LocaL GOVERNMENT

ARE THERE LOCAL GOVERNMENT (COUNTY, CITY) ISSUES WE SHOULD BE ADDRESSING?
EXAMPLES:

MAKE MOST COUNTY OFFICERS APPOINTED RATHER THAN ELECTED (CORONER, SHERIFF,
TREASURER, ETC.)



OTHER ISSUES
EXAMPLES:
EXAMINE MEDICAL COVERAGE AND THE PERCENT PAID BY EMPLOYEES VS. THE STATE

ELIMINATE FULL COVERAGE FOR DEPENDENTS ON INSURANCE, OR MAKE EMPLOYEES PAY A
HIGHER PORTION

EXAMINE RETIREES’ MEDICAL COVERAGE
RESEARCH TELECOMMUTING BY STATE EMPLOYEES

EXPLORE MORE CO-LOCATION OF STATE AGENCY FACILITIES, ESPECIALLY IN SMALLER
COMMUNITIES

MOVE MORE AGGRESSIVELY ON CITIZEN ACCESS “KIOSKS”

MOVE MORE INFORMATION ONLINE, FOR EXAMPLE, THE “BLUE BOOK”, TO SAVE PRINTING AND
DISTRIBUTION COSTS

MERGE PUBLIC TELEVISION AND ADMINISTRATION MICROWAVE/BROADCAST TECHNICAL STAFF

SHOULD WE CONSIDER CHANGES TO THE TAX CODE (AND/OR MAKE RECOMMENDATIONS TO THE
REVENUE COMMITTEE)? E XAMPLES:
*  SUN SETTING ALL TAX EXEMPTIONS
*  SETTING SALES TAX AT 4% WITH FAR FEWER EXEMPTIONS
»  TAXPAYER AMNESTY
* INCREASING “SIN” TAXES
* ALLOWING LOCAL OPTION TAXES WITH SUPERMAJORITY

SHOULD WE RECOMMEND A COMPLETE REVIEW AND RECODIFICATION OF STATE CODE TO
STREAMLINE AND SIMPLIFY IT?

SHOULD WE CONSIDER CHANGES TO THE EDUCATION SYSTEM (AND/OR MAKE

RECOMMENDATIONS TO THE EDUCATION COMMITTEE)? E XAMPLES:

= REDUCING SCHOOL BONDS TO 55% MAJORITY FOR DISTRICTS ADOPTING CONSOLIDATED
ELECTIONS

= REDUCING THE NUMBER OF SCHOOL DISTRICTS TO A MORE MANAGEABLE AND LOGICAL
DISTRIBUTION

=  ENCOURAGE OR FORCE CONSOLIDATION OF SCHOOL DISTRICTS BY PROVIDING A FIXED
AMOUNT OF STATE ADMINISTRATIVE FUNDING TO EACH COUNTY REGARDLESS OF HOW
MANY scHooL DISTRICTS EXIST IN THE COUNTY



= CREATE “EDUCATION SERVICE DISTRICTS” FOR REGIONS OF THE STATE. EACH ESD
WOULD PROVIDE CERTAIN CENTRAL SERVICES (PAYROLL, PROFESSIONAL DEVELOPMENT,
TRANSPORTATION PLANNING, GRANT-WRITING, ACCOUNTING, CURRICULUM
DEVELOPMENT, ETC.)

= INITIATE A SCHOOL VOUCHER PROGRAM

= |[NCREASE SUPPORT STAFF IN OFFICE OF THE STATE BOARD OF EDUCATION / REDUCE
STAFF INSTITUTIONS AND PROFESSIONAL/TECHNICAL EDUCATION

* RESTRUCTURE VOCATIONAL EDUCATION CENTRAL OFFICE / MERGE WITH OFFICE OF THE
STATE BOARD

= REDUCE HIGHER EDUCATION SUPPORT BY THE STATE; ATTENDING COLLEGE IS AN
OPTION IN EDUCATION, NOT A RIGHT OR A MANDATE

=  APPROPRIATE POST-SECONDARY EDUCATION AS FOLLOWS:

"= COMMUNITY COLLEGE FUNCTION

" UNDERGRADUATE

" GRADUATE/PROFESSIONAL

= ALL OTHERS

= ANALYZE CURRENT COST OF INSTRUCTION AT HIGHER EDUCATION INSTITUTIONS VS.
SOME OTHER BENCHMARKS (SHOULD INCLUDE ANALY SIS OF WHAT NON-INSTRUCTION,
NON-RESEARCH ACTIVITIES OCCUR ON CAMPUSES)

SHOULD WE CONSIDER CHANGES TO THE JUDICIAL AND CORRECTIONS SYSTEMS AND/OR
RECOMMEND CHANGES TO THE PUBLIC SAFETY, TRANSPORTATION, AND NATURAL
RESOURCES COMMITTEE)? EXAMPLES:

= NO JUDICIAL ELECTIONS — JUDGES APPOINTED (WITH ADVISE AND CONSENT)

= ELIMINATE WORKERS' COMPENSATION AND UNEMPLOYMENT INSURANCE APPEALS TO
THE SUPREME COURT

= ELIMINATE MANDATORY MINIMUM SENTENCES

=  ONLY VIOLENT OFFENDERS IN PRISON / INCREASE PAROLE OFFICERS TO ADDRESS
NONVIOLENT OFFENDERS

= NO PRISONERS HOUSED OUT OF STATE






Key Committee
M eeting Summary

| daho 2020 Blue Ribbon Task Force

Key Committee— Gover nment Organization and Structure (GOS)

October 24, 2002
9:00 am. —12:15 p.m.
Room 126, State Capitol Building

| Attendees

Co-Chairs:

Darrell Manning
John Tippets

Key Committee
Members:

VelmaBahe

Yvonne Ferrell

Duane Grant

Christine King (via telephone)

Don Mitchell

Annette Murray

Arlen Wittrock (alternate representative for Christine King)

Distinguished
Guests:

Pamelal. Ahrens, Acting Chief of Staff for the Office of
Governor, Dirk Kempthorne; Director, Department of
Administration.

C. Stephen Allred, Director, Department of Environmental
Quality.

Patrick A. Takasugi, Director, Department of Agriculture.

J. D. Williams, Co-Chair, Idaho 2020 Blue Ribbon Task Force.
Formerly Idaho State Controller.

Subject Matter
Experts:

Rich Elwood, Administration, ITRMC

Support Staff:

Eric Beck, Labor
David Hahn, Division of Financial Management
Jean Hull, Labor

Next M eeting:

Tentatively scheduled for:

Thursday, November 14, 2002

9:00 am. —Noon

Room 126, State House

The Idaho 2020 Blue Ribbon Task Force is scheduled to meet the same
day. It wasthe desire of the GOS Key Committee to meet in the
morning — with the full task force meeting in the afternoon.

Discussion Points

I ntroductions:

Key Committee members, subject matter experts, panel members, and
support staff briefly introduced themselves.
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Housekeeping:

The Key Committee would like to meet the morning of Thursday,
November 14, 2002, from 9:00 am. until noon. The full 1daho 2020
Blue Ribbon Task Force is scheduled to meet that same day. J. D.
Williams, Task Force Co-Chair, was present and was requested to
explore the possibility of the Task Force meeting in the afternoon. Mr.
Williams indicated he would see if that was possible. The Key
Committee may set up an interim conference call if necessary.

Darrell Manning, GOS Key Committee Co-Chair, introduced J. D.
Williams, Idaho 2020 Blue Ribbon Task Force Co-Chair, who indicated
it was the desire of the Task Force Co-Chairs to send a questionnaire to
all agency directors. The questionnaire requests information on the
current use of technology and future plans to use technology in each
agency. A copy of a draft cover memo and questionnaire were
distributed to the Key Committee members. After briefly reviewing the
draft, Mr. Williams asked if the Key Committee thought it a good idea to
send the request for information to agencies. Key Committee members
supported its distribution.

Mr. Manning introduced Directors Pam Ahrens (Administration), Steve
Allred (Environmental Quality), and Pat Takasugi (Agriculture), who
had been invited to participate in a Directors Panel Discussion with the
GOS Key Committee.

Directors Panel Discussion:
Comments by Steve Allred, Director, Department of Environmental Quality (DEQ).

Director Allred has twenty years experience in the private sector.

Established in July, 2000, DEQ is the newest state agency. Previously, DEQ was housed
within the Department of Health and Welfare. The agency is organized into six regions
throughout the state and receives approximately 40% of its funding from the General
Fund, with the remainder coming from federal grants and dedicated funds (i.e., fees).
DEQ enforces state laws. Idaho laws essentially mirror federal laws and requirements;
therefore, the federal government has delegated enforcement of its laws and requirements
to DEQ.

Upon his appointment, Director Allred determined there were few tools available to
manage the work of DEQ. He also felt it important to identify responsibility: who had
responsibility for what — and who had authority to do what. He found the agency had a
technical staff of approximately 400 — most having degrees in engineering or science.
With 47 unique job classifications, there was difficulty in recruiting and hiring. DEQ
addressed this by grouping jobs into: science, engineering, technicians, and analysts.
Within these groupings, there are levels.
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He implemented changes through which DEQ measures results in products — with
processes functioning as quality control measures.

His management style: set clear expectations, give staff authority to do their jobs, require
accountability (thisis a failing of many government agencies), and set clear performance
measures on the product and the employee. He believes government cannot be like the
private sector, but it can use the same tools as the private sector does.

Budgeting is now based upon the products and services DEQ is required to produce, not
FTEs. Using commercial-off-the-shelf software products (with modifications) DEQ’s
cost accounting system tracks cost components, including: engineering, time charging,
and travel. This cost accounting system interfaces with the state’s accounting system
(STARS), aswell as project scheduling and tracking.

Implemented daily time tracking by time code for each project. This has resulted in a
reduction in the cost of operation. Overhead costs were 38% - they are now 15%.

Costs are alocated to products, not overhead. Those few items that cannot be allocated
to products are allocated on a per-employee or per-square foot basis.

There is an online document tracking and management system.

The accounting systems of the state do not control the work, but should report costs —
with all budgets broken down by the products produced. Budgets are managed by what
has been accomplished in comparison to the amounts left in the budget.

DEQ publishes its business plan, defining important activities for employees and the
public, and other important information on the Internet. (http://www?2.state.id.us/deq/)
With a clear understanding of activities, customer satisfaction can and must be measured.

Comments by Pam Ahrens, Acting Chief of Staff for the Office of Governor; Director,
Department of Administration (DOA).

Director Ahrens was first appointed to serve as director of DOA in 1995.
Complimented Yvonne Ferrell who streamlined purchasing by using the P-card
(purchasing card) while director of the Department of Parks and Recreation.
Stated that risk-taking is managed out of people in government — pointing out that
failures in government are reported in the news.
DOA has 175 FTE positions. Its customers are all other state agencies. Its objective isto
keep down overhead costs for agencies. It assesses fees to state agencies for its services.
Distributed copies of an organizationa chart, showing DOA’s divisions and statutory
committees. Also, distributed Customer Service cards outlining service provided by
DOA.
The State, local governments, and schools are big consumers of local goods and services.
DOA leverages the buying power of government by:

0 Using and encouraging the use of P-cards

o Coordinating Information Technology

0 Developing statewide contracts

o Providing automation training (helping to aleviate fear of new technology or

changes to automated systems)
o Contracting with Access Idaho for the state website and portal
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Installing an emergency microwave telecommunications system

Establishing an internal postal operation that saves money on state mail

Managing the warehousing of state records (cutting down facility costs)
Developing an online State surplus property system

Managing over 2 million square feet of State office space (of which 1 million
square feet are leased)

Outsourcing janitorial and security services

Placing property evaluation guidelines online to assist agencies in their “lease vs.
purchase” evaluations

0 Promoting electronic payments to vendors (resulting in better prices to the State)
o Providing Information Technology buying services

O OO0 OO0

o O

Mentioned DOA’s role in administrative rules, Workman's Compensation surety,
insurance management (tort claims, insurance, and group insurance), Public Works,
Facilities Management, Federal Surplus Property, and compensation management.
Discussed Access |daho, the public/private partnership, which provides the State's
Internet portal.

Comments by Pat Takasugi, |daho State Department of Agriculture (ISDA).

Director Takasugi provided handouts, including prepared remarks relating to 1SDA
responsibilities and services, Idaho Agriculture Facts, Budget Highlights, and a detailed
listing of Statutory Responsibilities and Services.

Provided the following ideas/suggestions to the Committee :

1.

2.

10.

Consider the indeperdent entities in State government — possibly consolidating them
or incorporating them into existing departments.

Take the opportunity to visit the various State laboratories (i.e., law enforcement and
agriculture) and consider the possibility of consolidating them. Security isabig issue
for dl labs.

Take advantage of the STARS accounting system. (Some agencies use other systems
because STARS does not do all of what they need done.)

Take alook again at the need for the Information Technology Resource Management
Council (ITRMC).

Human Resource (HR) activities are spread all over State government. Learn how to
better utilize HR services.

Use pilot departments for testing new ideas and to effect change in State government.
(i.e., P-cards)

Business Plan review. Establish a business plan protocol requiring agencies to
develop their own plan, which fits the circumstances — not necessarily a set format
that nobody reads — but one useful to the agency preparing it.

Audits. Both Legidative Services and the Office of Performance Management
perform audits of similar activities. Won't one do?

Does the State need 20 departments?

Advocate flex-time for employees. Also, look at opportunity for an overtime fund,
rather than having to hire and train temporary additional employees.
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11. Review leave policies, personal and sick. Consider combining all leave time.

12. Eliminate or consider EAL (Earned Administrative Leave)

13. Implement a marketing division to bring new businesses to Idaho

14. Have Grant Writers available to agencies to bring more grant dollars to Idaho.

15. Let managers manage their budgets and employees.

16. Much of Agriculture's work paralels the USDA. Should coordinate better to
eliminate duplications.

17. Food Safety. One department should be responsible for food safety.

18. Too many public meetings. Could some be consolidated?

19. Emergency Response is a growing need in Food Security. Food Security is taken for
granted by the public. Only a matter of time until we have Hoof and Mouth disease
and the West Nile Virus. Need regional cooperation among states.

20. Soil Conservation Commission. Agriculture has an embedded commission within the
department.  Agriculture director has no authority over them. If the commission
were advisory, rather than directing, direction and activities would be more
consistent.

21. Courts are the worst places to resolve environmental issues.

22. One way for state agencies to find improvements is to look at counterparts in other
states and review their best practices.

Questions posed to Panel Members:
1. How isservice support being handled by your agencies?

Response: Pam Ahrens: Example: We have very precise laws in place regarding purchasing.
Laws are often in place to stop certain buying practices — they are designed to make something
NOT happen rather than make something HAPPEN. State needs central coordination to coach
and train personnel in our state agencies. Anne Heilman at DHR has implemented training
personnel specialistsin our agencies.

2. How often do 20 department heads meet to discuss state business?

Response: We have infrequent meetings with the governor.  Often, agencies with a common
problem or concern get together regarding a specific issue. Get combinations of government
agencies concerned with a specific issue meeting together. Example: fiscal officers meetings,
ITRMC.

3. Question to Steve Allred: What were dollar cost savings and how much improvement
did you gain?

Response:  Some by 40 — 50%. Increased productivity, services 30 — 40%.

4. The state is $142 million short. To make that up, the state will use $24 million from the
tobacco settlements, money from the permanent building fund, and either have a 5%
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across the board state agency holdback, or if one excludes education, a 14.4% holdback.
Wher e/lhow would your agency make the cut?

Response: Steve Allred: There is NO agency that can’'t handle a 5% cut/holdback, including
Education. However, the state needs to be careful in cutting across the board government
services. You do not want to impact those services that impact the ability of the State’ s economy
to grow. Directors have to know how to make those business decisions. Pam Ahrens. The state
has a high quality workforce, but cuts could be taken in janitorial services, or asking employees
to wear sweaters, so heat could be turned down 5 degrees; or cut back on fuel consumption. If
you ask employees to do extrawork, then we need the flexibility to reward them with bonuses.
Pat Takasugi: Transfer some services to fee services. One cut has already been made, so now
will have to prioritize services and stop doing those with low priority.

Committee General Discussion and suggestions:

Agency Reor ganizations:
Change Commissions to advisory status only. Commissions can adopt rules and policy
and can provide an independent review of rules — but not propose them.
David Hahn, DFM, presented a proposal to reorganize licensing boards with a handout.
Eleven (11) licensing boards would be consolidated under the Bureau of Occupational
Licenses and elevated to a Division status.

Budget
Steve Allred: Best value is not always the cheapest price. Laws are made to prevent
something bad from happening again, such as the law limiting state employee bonuses to
$1,000.
Discussion regarding agency budgeting and issues with the legidlature (i.e., no incentives
for returning money to the state). In fact, agencies are penalized with a reduced budget
the following year. Bonuses should be tied to savings and managers should be held
accountable.
State should consider a biennial budget process. J.D. Williams favors the annual budget
process. Prior to 1963, Idaho held biennia legidative sessions. Some states budget
biennialy, but their legidatures still meet yearly.
J.D. Williams reiterated ideas for savings. 1, tax amnesty; 2, early retirement with state
allowing ¥z of employee’ s normal annual wage to pay insurance premiums and realize the
other 2 salary savings; 3, receivable offset: If you owe state money, it would be offset
from any refunds owing.
J.D. Williams handed out pages 17 — 34 of the 2002 Idaho Legidative Fiscal Report, to
show appropriations by state agency.
State investment policies should be reviewed.
J.D. Williams suggested we ask that Ann Hellman put a report together on flex-time,
early retirement and leave time.

Elected Officials:
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We should consider the elected officials in the state. Perhaps make some by
appointment. Examples: Attorney General, Superintendent of Schools, Land Board.

Action Items

ltem | By Whom | When
Committee Members are asked to mark or | All GOS Key As soon as possible.
highlight the discussion items (contained Committee Members These will be reviewed
in the handouts for this meeting) indicating and discussed in the
those ideas important to them. Committee next GOS Key
Members are to forward them to Darrell Committee meeting.
Manning via fax transmission at (208)
334-2438.
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ng items
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Classify these as:
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(0]
(0]
(0]

o

Immediate

Short-term (2-5 years).

Long-term (> 5 years).

Requiring more research before a
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To be referred to other Key Committees.

Review new ldeas from Committee Members

Committee
Idaho 2020
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Discussion of report to the
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4" Floor Conference Room

November 14, 2002
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Joe R. Williams Building

DHR Conference Room 1% floor

| Attendees

Co-Chairs:

Darrell Manning
John Tippets

Key Committee
Members:

Attended November 13 & 14, 2002

Duane Grant

Arlen Wittrock (alternate representative for Christine King)
Don Mitchell

Annette Murray

Jerry Ethridge (alternate representative for Dr. Billy Shipp)

Subject Matter
Experts:

Attended November 13, 2002
Don Fournier, Department of Administration, (alternate for
Rich Elwood)

Attended November 14, 2002
Rich Elwood, ITRMC
Ann Heilman, Department of Human Resources

Attended November 13 & 14, 2002
Jan Cox, Department of Administration

Other Guests:

Attended November 14, 2002

Patrick Hodges, State Controller’s Office
Steve Kenyon, State Controller’ s Office
Pat Takasugi, Department of Agriculture
Roger Madsen, Department of Labor

Pat Debban, Department of Labor
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Support Staff:

Attended November 13 & 14, 2002

Eric Beck, Department of Labor

David Hahn, Division of Financial Management
Jean Hull, Department of Labor

Next Meeting: | Unscheduled at this point.

Discussion Points:

Action Items:

Key Committee members reviewed and classified 58
preliminary recommendations.

Determined during classification of the preliminary
recommendations,
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AGENDA
Review and discussion of Action Items, New
Items, Intermediate and Long Range
Preliminary Recommendations
Break
Presentation by Pam Ahrens, Director, Chair,
Information Technology Resource Management

Council (ITRMC)

Presentation by Brad Foltman, Budget Bureau
Chief, Division of Financial Management

Presentation by Keith Johnson, State Controller
Discussion of Supplemental Recommendations
Lunch

Reconvene with Full Task Force

Key Committee break-out meeting

Adjourn
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208-332-3570, Ext. 320¢
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8:45—-Noon & 2:30 —4:30 P.M.
Joe R. Williams Building

DHR Conference room 1% Floor

| Attendees

Co-Chairs:

Darrell Manning
John Tippets

Key Committee

Arlen Wittrock (alternate representative for Christine King)

Members: | Yvonne Ferrell
Don Mitchell
Jerry Ethridge (alternate representative for Dr. Billy Shipp)
Distinguished Pamelal. Ahrens, Director, Department of Administration and
Guests: Chair, Information Technology Resource Management Council

(ITRMC)

Brad Foltman, Budget Bureau Chief, Division of Financial
Management

Keith Johnson, State Controller

Subject Matter
Experts:

Rich Elwood, Department of Administration, ITRMC
Jan Cox, Department of Administration

Other Guests:

Don Fournier, ITRMC

Bill Farnsworth, ITRMC

Nathan Bentley, ITRMC

Steve Kenyon, State Controller’s office
Patrick Hodges, State Controller’s office
Nancy Vazquez, |daho Department of Labor
Laura Gleason, Idaho Department of Labor

Support Staff:

Eric Beck, Labor
David Hahn, Division of Financial Management
Jean Hull, Labor

Next Meetings:

GOS Subcommittee meetings:

Wednesday, February 5, 2003 and March 5, 2003
8:30 am. —4:30 p.m.

Director’s Conference Room, 3 Floor, East
|daho Department of Labor

317 West Main Street

Boise, Idaho 83735

The Idaho 2020 Blue Ribbon Task Force Meeting:
Tentative Date : Friday, April 4, 2003
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Introductions: Key Committee members, subject matter experts, presenters, and support
staff briefly introduced themselves.

Housekeeping: The GOS Committee approved meeting minutes dated November 13 —
14, 2002, as printed.

Action Items: Key Committee members discussed, and approved with edits, the

distribution of the letter to the Commodity Commissions drafted by
Duane Grant. (Letter distributed to Commissions on January 21, 2003.)

Key Committee members reviewed the status of Action Items, version
5.2, of the preliminary recommendations. The following changes were
made in the assignments for the action items:

John Tippets asked if the Committee had support for research.

Rich Hagood indicated he and his staff could provide some
research.

Action Item #5: Darrell Manning will meet with the attorney
who did the study on revising the judicial/election appointment
process and get the attorney’ s recommendation.

Action Item #37: Darrell Manning indicated Pat Takasugi would
take the lead on this research.

Action Item #38: Darrell Manning will ask J.D. Williams to
submit his objections to this recommendation for the Committee
to consider.

Action item #41: Darrell Manning will invite investment
counselors to one of the Committee’'s upcoming meetings to
discuss this recommendation.

Action Item # 42: The following comments were made regarding
the recommendation to reduce the majority vote requirement to
55% for school districts adopting consolidated €lections.
Currently 2/3rds majority is required.

o If the majority vote was reduced, districts could build
their own buildings.

0 John Tippets made some general comments about seeing
bills in prior years that would reduce the super majority
requirement for passing school bonds. Darrel Manning
provided some historical background, stating that pre- mid
sixties, only property owners could vote; post mid-sixties
allowed nonproperty owners voting rights.

o Arlen Wittrock suggested adjusting the percentage to
60%.

o0 Inrurd ldaho, alarge constituency (farmers, land owners)
is opposed to a change.
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Guest Speakers:

0 Suggestion: The date of the vote could be changed to
require that the vote be scheduled with other major
elections, to get alarger portion of people to vote.

Darrell Manning will ask the Tax Commission and

Department of Administration for the following data:

1. Data by county on the number of people and
percentage of property owners (i.e. 10% of the people
own 80% of the property in the county); 2. The number of
school bond elections passed or faled in a particular
district; 3. To what extent is there an adverse impact on
school districts?

Action Item #57: Genera Manning will ask Annette Murray to

reword.

Action Item #59: John Tippets and General Manning will write

Some suggestions.

Action Item #63: Steve Kenyon provided handout — Exhibit A.

Pam Ahrens, Director, Department of Administration, and Chairman of
the Information Technology Resource Management Council (ITRMC),
presented an overview of lIdaho Digita Government with a packet of
handouts that included Department of Administration’s organization chart,
enabling statutes for IT services, sample of Administration’s Cyber
Security newsdletter, and information about ITRMC, Access Idaho and
Division of Purchasing electronic procurement processes and statewide IT
contracts.

Brad Foltman, Budget Bureau Chief from the Division of Financial
Management, gave a presentation in support of centralized 1.T. systems
and accounting systems, athough he recognizes the need for some
independent systems (due to federal reporting requirements in some
agencies). A comprehensive financia report keeps the state in a positive,
reliable financial position. He stated the most efficient means to obtain
information is through a centralized system. It alows better access for the
governor and managers, providing the most accurate and beneficial
financia reports. Idaho has one of the most favorable “bond ratings’ in
the financial markets, as our report includes education figures. It is
important to note that the State is a “single entity employer”. Therefore
our policies need to be consistent across al kinds of functional lines. The
“public good” isinherent in a single state system.

In closing, Mr. Foltman stated that the overall state’s liability is more
favorable with consolidated, single financial reports. If too much
independence is allowed with departments, they diverge, which impacts
the accuracy of the information. In response to Eric Beck's question
regarding what an agency could do to make accounting better, Brad
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replied that a more consistent application for having the state departments
use a centralized system would be beneficial.

Keith Johnson, Idaho State Controller, agreed with Pam Ahrens and Brad
Foltman on the need for statewide centralized accounting. He supports
extending the life of and expanding the STARS system. A core business
process has to revolve around the solid business/financia information.

He does not support state agencies writing their own accounting systems.
His office is in a position to do payroll for al the school districts in the
state, thereby freeing up district positions to use elsewhere. He
recommends the state focus on better centralization of our state
accounting systems. We now have the opportunity to move the state
forward with how we manage the information.

Darrell Manning noted that the State Controller’s job in Oklahomais an
appointed position, in Idaho it is an elected position. He fedls it makes
sense to continue with the elected position, as there is value in
professional independence as well as political independence with
financia credibility; i.e. a separation of governor and state accounting
systems. Mr. Johnson agreed with General Manning’s opinion.

All states have controller functions. Some have auditors; about 13 —-14
have elected controllers. Controllers establish contractual agreements on
what, how and when they will provide information to the Governor and
state departments. Information protections are provided either by statute
or agreements.

Jerry Ethridge asked why state government allows agencies to be
independent when in private business,; these departments would be fired.
General Manning responded that the University of 1daho has a somewhat
independent status due to Idaho’s constitution. Other agencies, such as
IDOL, have federal funding. Eric Beck explained that IDOL uses STARS,
but has separate accounting requirements by the federal government. Eric
asked how much it would cost to rewrite STARS. Response:  $300,000
for a data warehouse; $5 million for atotal rewrite.

New Recommendations sent
To Full Task Force:
The Key Committee moved on to new ideas/preliminary recommendations
for submittal to the full Blue Ribbon Task Force for immediate action.
#65 was adopted as GOS recommendation #10
#77 was adopted as GOS recommendation #11
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New ltems:

The following ideas were presented to the Committee for consideration

and classification.

Additional suggestions:

#66. Classification: Short term. General Manning will ask actuary
to calculate the costs of this suggestion. Discussion: John Tippets
and General Manning stated they were not in favor of this
recommendation as it stands.

#68. Classification: No further consideration, covered in
recommendation #9.

#69: Classification: No further consideration.

#70: Classification: Combine with Preliminary recommendation
#30.

#71. Classification:
recommendation #2.
#72:. Classification: No further consideration.

#73. Classification: No further consideration.

#74. Classfication: Short term. General Manning will ask for an
analysis by DHR on the impact.

#75. Classification: Short Term: Additional research by Eric
Beck.

#76. Classification: No further consideration.

No further consideration, covered in

The Committee reviewed additiona ideas, some of which will result in
preliminary recommendations to be presented at the next Committee
meeting on February 5, 2003.

| Actionsrequired on New Items

| Item | By Whom | When

Schedule actuary to calculate costs | General Manning No date set

of PR #66.

Request impact analysis by DHR | Eric Beck 1/21/2003 Emailed

on PR #74 guestions to DHR

Additional research on item #75 Eric Beck 1/21/2003  Emailed
results of interview
with Cheri Ruch to
GOS Co-Chairs
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Time Activity
8:30 Administrative matters

Review and approve meeting summary
8:45 Report on activities related to IT

Review and discuss IT-related proposals

10:15 Break

10:30 Continue discussion of IT -related proposals
11:00 Report on Judiciary Elections
11:30 Report on Administrative Law Adjudication in Idaho

12:00 Lunch

1:30 Cost cutting incentives plan

2:30 Discussion with Karl Kurtz, Director,
Department of Health and Welfare

3:15 Break

3:30 Discussion with Roger Madsen, Director,
Department of Labor
4:15 New business

4:30 Adjourn
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IDOL Conference room 3rd Floor

| Attendees |

Co-Chairs:

Darrell Manning
John Tippets

Key Committee

Arlen Wittrock (alternate representative for Christine King)

Members: | Yvonne Ferrell
Don Mitchell
Jerry Ethridge (alternate representative for Dr. Billy Shipp)
Distinguished Jim Hansen, United Vision for Idaho, Report on Judiciary
Guests: Elections

Cheri Ruch, Idaho Industrial Commission Referee, Report on
Administrative Law Adjudication in Idaho

Karl Kurtz Director, |daho Department of Health & Welfare
Tammy Payne, Deputy Administrator, |daho Department of
Hedlth & Welfare

Roger Madsen, Director, Idaho Department of Labor

Subject Matter
Experts:

Rich Elwood, Department of Administration, ITRMC, report on cost
cutting measures

Other Guests:

Larry Kirk, retired state auditor

Nathan Bentley, ITRMC

Nancy Glenn, Idaho State University

Vicki Patterson, Idaho Public Employee Association Lobbyist
John McAllister, Deputy Director, |daho Department of Labor
Pat Debban, Administrator, |daho Department of Labor
Dwight Johnson, Administrator, |daho Department of Labor

Support Staff:

Eric Beck, Labor
Jean Hull, Labor

Next Meetings.

GOS Key Committee meeting:
Wednesday, March 5, 2003
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Conference Room, 3" Floor
|daho Department of Labor
317 West Main Street

Boise, Idaho 83735
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The Idaho 2020 Blue Ribbon Task Force Meeting:
Tentative Date: Friday, April 4, 2003

I ntroductions;

Housekeeping:

Important Change:

Report on Activities
Related to|.T.:

Key Committee members, subject matter experts, presenters, and support
staff briefly introduced themselves.

With one correction, the GOS Key Committee approved meeting
minutes dated January 7, 2003.

Due to misunderstandings caused by GOS terminology, it was
determined to change the designation of items being considered by the
Key Committee from “Preliminary Recommendations’ to “Discussion
[tems.”

Eric Beck provided areport on ameeting of |I.T. professionals held on
January 27, 2003, regarding preliminary recommendations #13 & #14.
He provided handouts from the Gartner Group, “ Ten Tech Predictions
to Shake Your World,” as well as written comments from several 1T
managers to the Task Force containing ideas for achieving a more
efficient and effective state government through technology.

Mr. Beck presented some of the ideas and concerns of state IT managers
about making fundamental changes to the governance and organization
of information technology in state government. While al IT managers
agree that improvements can be made, they are concerned about the risks
and expense which might be incurred if they are not carefully made and
if they do not address the real problems which exist. The concerns of
technology experts within the state can be broadly categorized:
Leadership. Existing structures work well at an agency level, but
produce mixed results when extended to the State level.
Organizational Culture. The current organization and corporate
culture of state government is the result of decades-long evolutionary
processes. While not ideal, there are legitimate reasons and forces that
have shaped the organization of the state.
Expected Results. Each agency has a mission and has organized to
achieve it in the manner it feels most efficient. Being central to most
organization’s business processes, agencies are appropriately anxious
about changesto IT or losing control of its costs or priorities.
Funding. Agencies must conform to the rules associated with state
appropriations and federal grant requirements. These requirements
often constitute disincentives for agencies to be more effective in their
use of funds. Collaborative efforts are often hampered by funding
issues.
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Report on Judiciary
Elections

To demonstrate the complexity of the many aspects of 1T, Mr. Beck
discussed the single topic of telecommunications, giving a brief primer
on the subject, and then explaining the costs and difficulties in
addressing telecommunications on an enterprise-wide level. Although
statewide telecommunications efforts, such as IDANET, have been
largely successful, there are many issues remaining — often out of the
state’ s control.

It was then pointed out that the Discussion Items (#13 & #14) being
considered by the Key Committee were full of the same type of complex
problems, issues, and concerns present in his discussion of
telecommunications. Essentially, there are no smple solutions to the
complicated problems and issues present in information technology.

Rich Elwood provided “A Summary of Information Technology in the
States’, a handout of Virginias centralized Virginia Information
Technologies Agency (VITA) and a copy of the Idaho statutes hat
established the Information Technology and Resource Management
Council (ITRMC).

Jm Hanson, Executive Director of United Vision for Idaho, provided

a handout entitled “Tipping the Scales, How Money Threatens the
Indeperdence of Idaho’s Courts’.  His presentation responded to the
Key Committee's request for further information in regards to
Preliminary Recommendation #5. Because of our current election
process, which is following the nationa trend, campaign costs are
skyrocketing, which results in a growing risk of conflict of interest, as
contributions for election campaigns for judges are overwhelmingly from
attorneys, prospective clients and organizations that have an interest in
court rulings.

He indicated there is greater confidence in courts where money does not
influence judge appointments or elections. The Committee discussed
“retention” i.e., appointment of appellate court judges that includes an
election process that can vote them out if the public is not satisfied with
their performance. A comment was made that it would be hard to sl
“retention” to the Idaho legidature. Mr. Hansen indicated he thought
public funding of elections for appellate court judges would be more
palatable. One proposd is to have a 3% surcharge on civil penalties. In
1998, Idaho had $32 million in civil fines, which would vyield
approximately $1 million for el ection campaigns.
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In summary, al three branches of government should be involved in
crafting a proposal for selection of judges for the appellate courts,
whether by retention, a public funded campaign or some other proposal.

Report on Administrative

Law Adjudication in  Cheri Ruch, referee for the Idaho Industrial Commission, submitted the

Idaho suggestion for Preliminary Recommendation #75 and agreed to discuss
with the Key Committee. She stated administrative law in Idaho is not
consistent, and therefore the procedures for conducting hearings and
providing due process vary widely among state agencies. In Idaho, we
have different appellate processes for our citizens, depending upon
which state agency issued the decision. If the decision came from the
Idaho Department of Labor, the appeal goes to an apped’s telephone
hearing within the department, can be appealed from there to the Idaho
Industrial Commission and finally to the Idaho Supreme Court. Health
& Weélfare hire private attorneys as independent contractors to hear their
appeals, and those decisions may be appealed to the District Courts.
Worker's Compensation decisions originate with the Industrial
Commission and then may be appealed to the Supreme Court.

Many states have created an administrative panel within the Executive
Branch that conducts hearings for all of its state agencies. The appellate
process from that administrative panel could either go to the district
courts, Industrial Commission, or even back to the director of the state
agency for review. Her recommendation would be to keep the appeals
out of the courts. The committee also discussed telephone hearings, in
person hearings, and video conferencing as ways to hold hearings and
discussed how a central panel would be funded, i.e., from the general
fund or each agency paying on apro ratashare. Inresponse to a question
regarding whether the hearing officers should be attorneys or not, Ms.
Ruch indicated it would not have to be a requirement.

Jerry Ethridge asked if cases could be turned around as fast with a
central panel, vs the way our state currently processes appeas. Ms.
Ruch resporded that Maryland, after implementing a central panel, saw a
dramatic decrease in turn around time. Use of contractors is less
expensive, and there is a perception of fairness when a decision is based
on the record. *“States who have chosen a centralized panel or “ALJ S’
have not backed away from it.”

The Committee asked Ms. Ruch to conduct some additional research
related to the discussion re: how those states that have implemented
central panels dispose of decisions. Also, Don Mitchell asked if she
could provide a copy of the model act devised by the American Bar
Association.
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Cost Cutting
Incentives Plan:

Discussion with Karl
Kurtz, Director,

(Note: Ms. Ruch’s responses were forwarded to the Committee members
on Thursday, February 6, 2003.)

Rich Elwood, task force support team member, discussed examples that
demonstrate how the state could implement an incentive based
government in response to Preliminary Recommendation #79. He said
the state tends to produce “disincentives’ to the initiative of state
employees. This plan would encourage and reward state employees for
their efforts in reducing the size and cost of state government. He
provided the following example from a class he attended: A company in
the East wanted to increase production and quality of its product, but did
not have the funds for bonuses or merit pay. They opted to alow
employees to leave work each day as soon as they reached their
productivity and quality goals set for that day. The employees soon met
the daily-accelerated production goals in half the time; i.e. they were
working an average of 4 hours per day, producing more than they had
previoudly in an 8-hour day.

The Key Committee voted to forward Preliminary Recommendation #79
as a recommendation to the full 1daho 2020 Task Force. If adopted by
BTRF, it would thereafter be noted as GOS Recommendation #12.

Karl Kurtz introduced Tammy Payne, Deputy Administrator, Division of
Welfare, and provided a handout on Temporary Assistance for Needy

Department of Health Families (TANF), indicating they contract with IDOL for delivery of

And Wdfare

TANF services.

He stated H& W has 3,000 employees statewide, a budget of $1.2 hillion,
of which $350 million is state general fund money and the rest is from
federal grarts. Health services include immunizations and public health
services through contracts with county health districts. They have
recently been given the added responsibility of issues such as viruses,
and bio-terrorism. The county district budgets are conprised of 20%
local, 40% genera fund, and 40% H&W contracts. The health districts
contract the following through H&W: WIC programs, immunizations,
and in the last 6 months, bio—terrorism (West Nile virus and small pox,
etc).

H&W takes eligibility applications and provides servicesin 7 regions of
the gtate for the following cash assistance programs. welfare for low
income families, aged and disabled, food stamps, subsidized child care,
Medicaid (insurance for low income clients). The mgjority of H&W
staff are located in those regions. They aso provide mental health
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services for adults and children, all child protection services, and operate
3 state hospitals. State Hospital South in Blackfoot and State Hospital
North in Orofino deliver inpatient services to persons committed by the
state (with exception of adolescents). Idaho State School and Hospital in
Nampa provides services for the severely mentally retarded, and
currently has 110 patients.

Last May, Director Kurtz reorganized each of the seven regions to
provide an alignment for policy to al regions. In addition, he downsized
technical support staff from 10 different support mechanisms into 3
hubs. This reduced staffing from 26 regiona to 6 centralized staff, who
are now performing double the previous billing duties.

Phase Two of the reorganization will be service integration of care plans
for child support, health problems, mental health, etc, over the next 24
months, implementing integrated eligibility processes, a case manager
plan, and an exit plan for these families.

H&W saved about 40-45 employee positions with the reorganization.
They have implemented a statewide online time and attendance system.
The “key” to savings will be moving from “data collection systems’ to
“information systems’. They pay $6 million in Medicaid claims each
year with 142,000 enrollees, of which 105,000 are children. 340,000
people, or approximately 26% of the state’ s population, are impacted by
H&W on a monthly basis. About 10% of the state's population is on
Medicaid, which takes 19% of the state’'s general fund. Our aged
population (over 65 years) is 25% of the Medicaid enrollees but 75% of
the spending is due to nursing home and long-term care costs. The
department is moving towards home and community based services to
combat this expense.

The Key Committee asked the following questions of Director Kurtz:

How much would it cost the state to take over Central District Health
Departments, noting it would be politically chalenging to do that?
Response: Approximately $2—3 million.

The Office of Aging duplicatesalot of H & W services.

Response: Aging has adult protections. H&W licenses and certifies
nursing homes. If H&W took over Office of Aging it would result in
them auditing their own nursing homes. Director Kurtz added they could
contract out adult protections.

Some states have moved to ddiver some of their welfare services to
Departments of Labor, i.e. Utah is an example.
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Discussion with
Roger Madsen,
Director, Idaho
Department of Labor

Response: Now that the caseload in Idaho has gone from 10,000 welfare
cases to 1000-1200 cases (due to welfare reform), H&W has a strong
working relationship with IDOL and the federal block grant trustees and
thinks the process is working very well.

Does H&W do some of the same work of Disability Determinations
Service (DDS)? Should DDS report to H&W?

Response:  When the Idaho DDS had a backlog, it negatively impacted
H&W, but since Roger Madsen has assumed leadership as interim
director of the agency, they no longer have an issue with DDS.

Can H& W automated systems interface with Dept of Corrections?
Response:  No, to date systems do not talk to each other. H&W has
agreements with Corrections and SSA to provide support when prisoners
are released. 50-60 % of recipients of H& W substance abuse programs
come out of Corrections.

How do you identify your clients in a database?
Response: An agorithm of name/address/ssn, if they have one. Most of
H& W systems run on the State Controller system, approx 80%.

What savingg/incentives have you implemented at H&W?

Response: | am streamlining H&W because it is the right thing to do.

We planned to reinvest savings into under-funded programs, but couldn’t
because of the holdback on the economy. During the past 2 years we
have given up 195 positions by attrition and have laid-off 95 individuals.

Members of the Committee complimented Mr. Kurtz on his strategic
planning, his ability to plan to the bottom line. Tammy Payne stated she
felt he was truly a visionary.

At the request of Committee members, Roger provided his personal and
professional background. He gave an overview of the Department of
Labor (IDOL), and explained that in the 80’ s the department had 950
employees statewide with approximately 29 local offices, and by the late
90's, the department had decreased to 550 employees and 24 loca
offices. The department was able to accomplish this largely due to John
McAllister's vision and implementation of automating most of our
programs and having al agency information on-line. IDOL has led the
state in its automation efforts with all of the agency’s procedures,
manuals and publications on the Intranet as well as the following
programs currently available on the Internet: Internet filing for initial
unemployment insurance claims and weekly claims for benefits; filing of
employer quarterly tax reports, registration for work; job search;
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business services and information; Idaho's Workforce Development
system; current Labor Market Information; Migrant Seasonal
Farmworker exchange; Veteran's services and information about the
Workforce Investment System (WIA); and, Idaho Labor Laws and New
Hire reporting information. (Note: during Governor Batt’'s term, the
Wage & Hour unit of the Department of Labor and Industry was moved
to the Department of Employment, thus the name change from
Department of Employment to Department of Labor.)

At the request of the Governor’'s Office, the department has assisted
several agencies over the past few years; i.e. Roger was asked to be
interim director of the Arts Commission, an agency with 9 employees
and 13 commissioners overseeing it. The department assisted with their
automation and accounting systems and helped with the selection of a
new director.

The department also helped consolidate four councils with nearly 75
members into the Workforce Development Council with 19 members.
The WDC, now operating for 3 years and with a membership of 19,
replaced the ES Advisory Council (15 members), the State Council in
Vocationa Education (12 members), the Job Training Council (20
members), and the School-to-Work Collaborative Team (26 members).

Dwight Johnson, of our department, chaired (or served on) the welfare
reform turning Welfare to Workfare in Idaho during Governor Batt's
tenure. Dwight is currently part time Interim Director of ldaho Rural
Partnership Council. Roger was aso asked to assist with the
reorganization of the Idaho Personnel Commission, now the Department
of Human Resources (DHR). Our department programmed DHR’s
Online Applicant system and Roger was on the selection committee that
recommended Anne Heilman as Director of that agency. In addition, our
department, working with BSU and DHR, was instrumental in
developing the new Certified Public Manager (CPM) course for state
employees. It has been very successful, and Rogelio Valdez from IDOL
was vaedictorian of the first graduating class this past December. For
the past seven months, Roger has been Interim Director of Disability
Determinations Service, at the request of Governor Kempthorne and
during that time, the agency has not only cleared a backlog of 700 cases,
but has moved from a ranking of #42 in the nation (1% gtr 2001) in
production and timeliness to arank of #2 in the nation for 1% gtr 2002.

General Manning stated that it had been suggested that the Hispanic
Commission be placed with DHR, but he did not think that would be a
good fit. He asked Roger if placing the Hispanic Commission with
IDOL would be a good fit. Roger said he would be pleased to help with
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the Hispanic Commission, that agency has 4 persons, a general fund
budget of $106,000 plus some dedicated federal grants, and if the
Commission was moved to our department, he would likely make it
reportable to Rogelio Vadez, who now heads up our Migrant Seasonal
Farm Worker (MSFW) and Hispanic initiatives.

Jerry Ethridge questioned if the Hispanic Commission had a mission
consistent with IDOL’s or if the suggestion was just to place the
commission under a well-run organization.

Don Mitchell asked if there is a legidative impediment to dissolving
commissions. Discussion ensued regarding the need for any/all
commissions, the impact they have on the state, and whether
performance and impact of the commissions should be measured. He
also questioned the need for 7 judicial districts within our small state.

Genera Manning asked Roger what he thought should be done with
Disability Determinations service. Roger said it would be a good match
with our agency as the funding and claims processing are similar to the
Ul programs that we administer at IDOL.

Regarding welfare reform, when it was implemented, IDOL suggested
that the work portions of H& W contracts be placed with our department,
as workforce development is our mission. Instead, Karl Kurtz chose to
put the contracts out to bid. Currently IDOL has two of those contracts
in the eastern ldaho, the rest of the state has private contractors.

When asked about DHR, Roger’s opinion was that it should be placed
under the Department of Administration or Department of Financial
Management, as those departments work with personnel, purchasing and
insurance.

Roger is not supportive of centralizing 1.T. functions at this time.

At the conclusion of Roger's presentation, Arlen Wittrock (formerly of
Adstaris) gave feedback regarding his personal experience during the
Astaris closure, and the wonderful work Job Service did during the closure
as the office helped not only the Astaris workers directly but also the
community of Pocatello in genera in connection with this closure. After
he spoke, John Tippetts also spoke regarding a similar experience he had,
and again how helpful and effective Job Service had been.
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| Actionsrequired on New Items

| ltem

| By Whom

| When

Respond to email and letter from
Lily Wa of Idaho Geographical
Information Systems (GIS).
Forward discussion item #79 as a
Recommendation to the Blue
Ribbon Task Force. If adopted,
will be GOS Recommendation #12
Preliminary Recommendations #75
& #78 added to agenda for next
meeting.

Preliminary Recommendations #13
& #14 added to next meeting
agenda for discussion regarding
modification.

Eric Beck

Eric Beck

Eric Beck

Eric Beck

Completed 2/06/03

Completed 2/10/2003

March 5, 2003

March 5, 2003
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AGENDA

Time

Activity

8:30

Administrative matters
Review and approve meeting summary

8:45

Review and discuss IT-related proposals

10:00

Break

10:15

Continue discussion of IT -related proposals

11:00

Panel Discussion — State investments

12:00

Lunch (On your own)

1:30

Review new Discussion ltems
Review changed Discussion Items
Final Action on Discussion Items

3:15

Break

3:30

Presentation on possible consolidation of
Historical/Library/Records Services into a single
agency

4:30

New business and administrative matters

5:00

Adjourn
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830 A.M. -4:30 P.M.

Idaho Department of Labor

IDOL Conference Room 3rd Floor

| Attendees |
| Co-Chair: | Darrell Manning
Key Committee | Yvonne Ferrell
M ernber S Don Mitchell
Jerry Ethridge (alternate representative for Dr. Billy Shipp)
Distinguished Liza Carberry, State Treasurer’s Office (STO)
Guests: Matt Haertzen, Endowment Fund Investment Board (EFIB)
Bob Maynard, Public Employee Retirement System of 1daho
(PERSI)
Bobbie Eckerle, Department of Administration
Steve Guerber, Idaho Historical Society
Charles Bolles, Idaho State Library
Subject Matter | Rich Elwood, Department of Administration, ITRMC, report on cost
Experts; | cutting measures
Other Guests; | Larry Kirk, retired state auditor

Nathan Bentley, ITRMC

Bill Farnsworth, ITRMC

Don Fournier, ITRMC

David E. O’ Nelill, Boise State University

Mark Richardson, Idaho Transportation Department
David Cooper, Idaho Department of Vocational Rehabilitation
Rob Spofford, Water Resources

Charles Wright, Health and Welfare

David Hahn, Division of Financial Management

Pam Ahrens, Director, Department of Administration
Steve Walker, private citizen

Support Staff:

Eric Beck, Labor
Jean Hull, Labor
Rich Elwood, Administration

Next Meetings:

GOS Key Committee meeting:
Tentative date: Thursday, April 3, 2003
Conference Room, 3" Floor

Idaho Department of Labor
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317 West Main Street
Boise, Idaho 83735

The Idaho 2020 Blue Ribbon Task Force Meeting:
Date: Friday, April 4, 2003
Joe R. Williams Building, 1% Floor

I ntroductions;

Housekeeping:

Presentation of

Discussion |tem #381:

Key Committee members, subject matter experts, presenters, and support
staff briefly introduced themselves.

The GOS Key Committee approved meeting minutes dated February 5,
2003.

Eric Beck presented Discussion Item #81, which relates to the creation of
an Information Technology Senior Policy Advisor (ITSPA) position
within the Office of the Governor and the modification of the role of the
Information Technology Resource Management Council (ITRMC).

In response to questions about how this proposal improves things, it was
pointed out that, among other things, it:
ensures direct alignment of IT plans and activities in support
of the business plans of the state's highest policy makers
addresses the perception that ldaho lacks professional
technical leadership
provides for full-time, focused technical leadership
provides assistance and incentives to overcome barriers to
cooperation
allows agencies to continue to control the resources necessary
to accomplish their individual missions

Rich Elwood asked if the state had the authority to do this or if we would
need new statutes. Eric responded that, as with other Discussion Items
considered by the Government Organization and Structure Key
Committee, the emphasis of the item was upon concepts and approach
rather than enabling legislation. Because much of the IT work of the
state is centered in the Executive Branch it is expected that Executive
Order or organizational changes could accommodate many of the
provisions. Some law changes might also be necessary.

A Committee member asked if there was a similar model in other states.
Rich Elwood responded that other states have moved away from this
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model. Rich felt there was plenty of opportunity for cooperation with
the ITRMC.

David O'Neill (BSU), Mark Richardson (ITD), David Cooper (IDVR),
Rob Spofford (Water Resources), and Charles Wright (DHW), agency IT
managers involved in drafting Discussion Item #81, were present and
given opportunity to comment.

Dave O'Nseill supported Discussion Item #81, stating it would offer a
single point of leadership which would provide a vision/direction for the
state, and it would permit agencies to continue to apply their own setting
for collaborative efforts of I.T. policy groups and chief technical officers
in the state.

A Committee member asked if Mr. O'Nelll could give an example of an
IT decision that didn’'t get attention/direction from ITRMC. He replied
that the standards applied to the state did not include the higher
education environment. They were not well represented by the
Executive agency model. If given sufficient resources, then, hopefully,
the ITSPA would be able to coordinate differences and set standards for
al.

Mark Richardson agreed with David O'Neill’s comments, stating IT
needed leadership at the state level, in addition to that currently available
at the agency level. A Committee member asked for examples of what
projects he would have approached differently than the state has if he
(Mark) were the ITSPA. Response: One of the things that would have
been different is IDANET. We would have had greater success and have
been farther along with the statewide IT telecommunications, using just
existing resources. The state still needs to take the “next step” of
recognizing the true costs of such an initiative and obtaining adequate
funding for IDANET’s ongoing operation. Mr. O'Neill added that
higher education felt its needs and requirements were not properly
considered as IDANET was conceived and designed. Necessarily,
Higher Education has had to explore other alternatives in order to fulfill
their needs. He also pointed out that many vendors provide deep
discounts to educational institutions, but these discounts often cannot be
extended to other state agencies.

David Cooper stated he favored a central point of contact for IT for the
state, to satisfy the need for authority to guide IT decisions. He supports
Discussion Item #81 because it provides for leadership. He observed
that over time, the role of IT has evolved with the technology itself —
making it an essential, integrated part of each agency rather than a
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somewhat separate business unit. The ITSPA would help improve the
effectiveness of this business tool (IT) by providing a statewide,
enterprise view of technology and its direction.

Charles Wright agreed with the comments made by the other IT
managers. He reinforced the idea that the state’s Chief Information
Officer (CIO) should be a dedicated IT professional whose sole focus is
upon using technology to solve the state’'s business problems — helping
to overcome barriers to cooperation and fostering systems which meet
the needs of the public even when they cross traditional agency
boundaries.

Rob Spofford also favored the idea that any ClIO position should be
closely associated with the Governor. He pointed out that while some
infrastructure functions could be centralized, it should be done carefully
and that operational responsibilities for the CIO might tend to cloud a
statewide enterprise view of IT.

Pam Ahrens, who currently chairs the ITRMC, expressed appreciation
for the opportunity to listen to the discussion. She said she has been
involved with IT for 12 years. ITRMC came into being when it was
determined that there needed to be some governance. Much was said at
that time about resource management, and how to get people to work
together. They aso tried to get people who make the financial decisions
involved. AsITRMC evolved, there was talk of an IT Guru. However,
they wanted a shared policy group so agencies could talk together; they
did not want someone dictating to them.

Ms. Ahrens asserted that 1T cannot be directed politically — it must be
governed by statute. She also said there are not enough teeth in the
current statute to make agencies work together. She suggested that GOS
look at the governance structure, determine what is good and build upon
it. Some of the authority could come from fostering collaboration and
agreement among agencies. Commenting upon state ClOs, she said that
such positions often report to a board, not the governor.

Don Mitchell stated the key to the discussion was leadership, asking if
there is a way, in the current structure, to provide the leadership that
seems to be missing. Ms. Ahrens responded that the ITRMC council
aso works with e-Government and tries to address the need for
technology awareness. She suggested that a review of the ITRMC-
enabling legislation be reviewed to determine if it brings the right people
to the table.
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State | nvestment
Panel

When asked if she thought the governor would want a CIO (ITSPA)
report to him, Ms. Ahrens stated that the governor is currently utilizing
ITRMC and is happy with it. She speaks with the governor regarding IT
plans in the state. She added that getting agency compliance to submit
IT plans has not been successful; only about one- half do.

A Committee member asked if all state organizations have membership
in ITRMC. Response: some do, some don'’t.

Darrell Manning said perhaps we needed to find a way to increase
participation of agenciesin the existing council. Dave Cooper suggested
it was time to reevaluate ITRMC, its composition, activities, and
responsibilities.

Rich Elwood said a number of states have advisory councils, and 45
states have CIO’'s (72% of the top 25 states). It may very well betimeto
look at ITRMC again, asit is an evolutionary process. The State of Utah
utilizes a CIO who reports to the governor and their governor is one of
the most influential people in IT in that state. However, many CIO's
cannot get the cooperation of state departments. Rich then handed out a
written recommendation for ITRMC to undertake a thorough review and
assessment of IT across the state.

Pam Ahrens feels we need a philosophy of central coordination with
local control. We have silos that need to be coordinated, such as the
federally funded agencies, i.e. IDOL, Transportation, and H& W.

Further discussion ensued. At the end of the alotted time for this
subject, Darrell Manning instructed Key Committee staff to work with
him to either rewrite Discussion Item #81, or to use Rich Elwood’ s most
recent recommendation as a starting point for a new recommendation
possibly being ready for discussion at the next meeting.

Darrell Manning introduced the panel members stating he had invited
them to address the suggestions the Committee received that would place
all state investments within ore office or board.

Robert Maynard, Chief Investment Officer for PERSI, said it would be a
mistake to put al state investments into one office for three reasons. 1.
Cost savings would be illusory, because the cost of running an investment
operation has more to do with philosophy, i.e. whether you use in house or
out of house management which drives 99% of cost and most operations
are very low cost; 2. You would confuse the people that you report to; and,
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3. Keeping the boards separate helps the internal shops diversify
approaches.

The toughest part is not the investing, but what you are investing for.
Your investing needs to be understood by those you are investing for, and
by those to whom you report. Y our investment has to be set up according
to what your liabilities are. You must achieve a tolerance for active
management versus passive management. It is important that you tie
assets to liabilities. The state has three separate liabilities; the treasurer’s
office, the retirement system and the state endowment fund. Each requires
a different type of board, so you would have severe problems if you
merged them into one.

The PERSI investment strategy is 70% equities and 30% fixed income and
manages a $6 billion fund. Robert Maynard sees himself & the Chief
Investment Coordinator, rather than the Chief Investment Officer.
Investing is al through outside consultants, and the bulk of them are from
out of state. The retirement system has a greater sengitivity to inflation.
Everything PERSI does is to make benefits. They must pay out benefits
with the least amount of risk to the state, which means they must make 5%
above inflation. They were ahead of the game because of the 90’s, but the
cushion has now disappeared. They have two assets that they must keep
in balance; assets in the bank and the promise of the state to pay
contributions, which can go higher or lower depending upon the fund
balance. The focus must be what you are investing for. PERSI must get
7% out of equities (or 5% above inflation) and 0-3% from bonds. Almost
all endowments have a 5% payout, so they must keep 70% investments in
equities. He invited Committee members to the open Board meetings the
3% or 4" Tuesday of the month.

Matt Hartzen, EFIB, agreed with Bob Maynard, that the boards should be
kept separate. The investment boards have a very low expense ratio,
costing 6 basis points for all management. EFIB has different constituents
they are responsible for; i.e. work with the Investment Board, the Land
Board, State Insurance Fund, Judges Retirement system and the Capital
Permanent fund. They serve amost as consultants to these various
constituencies. He added there is a lot of cooperation between the
Endowment Fund, PERSI and the State Treasurer’s office.

The Endowment Fund portfolio allocation is similar to PERSI, 70%
equities (but usually lower than PERSI’s) and 30% fixed.

Liza Carberry, Investment Manager for the State Treasurer’s office, works
with cash management of a $2 billion portfolio, as they are the checking
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account for the state. Their investments are 100% fixed income, as they
must have assets available to make all disbursements. However, they are
responsible for overseeing the tobacco funds, with $250 million in
equities. They hired an outside financial consultant to invest those funds.

It is clearly a benefit to the State to have the three separate investment
boards, as you wouldn't want al of your eggs in one basket, which is
contrary to good investment policy. If the Treasurer’s Office were
consolidated, there would be no savings as they do all of their investing in-
house. She does not report to a board, but to the State Treasurer. Cash
management is short-term management, bidding with state chartered
banks only through an on-line system called “Bid Idaho”. They have over
$40 million in state chartered banks, with other investments in corporate
bonds, other agencies and government securities.

Bob Maynard responded to Committee member’s questions regarding the
economic forecast for the future. He forecasts a light recession for the
U.S. economy for the remainder of the year, adding that the pending war is
atemporary issue, aslong as it ends in a short period of time.

The U.S. economy is made up of two parts, 2/3 consumers and 1/3
corporations. We had a collapse in corporate profits. The real issue
regarding the future economy is if the consumer stops spending before
corporations start spending. That is a cause for concern. We need to
rebalance. The key to a good investment program is consistency through
good times and bad, over the long term.

The panel was thanked for their information.

Review of Discussion Item #5: Revise the judicia election/appointment process. Darrell

ltems:

Manning agreed to rework this item after Committee discussion and
suggestions that may allow the governor to make a selection from a list
of selected candidates. He will send the proposa out to Committee
members for review and a vote prior to the next Committee meeting.

Item #9: Conduct a study of the organizational structure and functions of
H&W to determine if, or how, they might be better organized. Laura
Gleason, support staff for the H&W Committee said they are also
considering this recommendation and invited Darrell Manning to their
next meeting. This item will be held until after Darrell Manning can
meet with the H&W Committee.

I[tem #15. Conduct a study to determine if many county officials should
be appointed rather than elected. No further consideration.
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Historical Library
And Records Pandl:

Iltem # 22: |deadlly, there should be one accounting system used by all
state agencies and operated by the Office of the State Controller. A
discussion ensued regarding the cost of doing this. Eric Beck will set up
ameeting with CFO’s and CIO’s from DHW, Transportation Labor, and
the State Controller's Office, etc. to determine dollar estimates that
would adequately meet the needs of agencies with federal grants.

Item #64: Reduce the number of boards, commissions, and councils.
Final Action: Forward a modified recommendation to the 2020 Task
Force that the Commission of Hispanic Affairs be moved under the
Idaho Department of Labor as a pilot project to demonstrate the
workability of the recommendation. The modified version will be
distributed to Committee members prior to our next meeting for their
approval.

Item #75: Study the possible creation of a quasi-judicial agency within
the executive branch to preside over contested cases throughout the state.
Eric will forward this recommendation to the Public Safety, Natural
Resources and Transportation Committee.

Item #79: Provide incentives for state agencies and state employees to
reduce the size and cost of government.

Final Action: Forward the recommendation (with a second example) to
the 2020 Task Force.

Item # 182: Merge the Idaho Disability Determination Service (IDDYS)
into the Idaho Department of Labor (IDOL).
Final Action: Forward recommendation to the 2020 Task Force.

Additional suggestions were considered by the Committee to determine
if they wanted to have them written up for Discussion Items for future
consideration. All were referred to other sources or combined with
others already addressed in other discussion items.

The following information regarding the Idaho Historical Society and the
Idaho State Library was provided for discussion of the suggestion to
consolidate Historical, Library and Records Services into a single

agency.

Steve Guerber, President of the Idaho Historical Society, said his agency
was founded in 1907 (prior to that it was the Pioneer Society). It has a
seven member Board of Trustees, each from a different judicial district.
They are responsible for the Boise Museum, Old Penitentiary Historic
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Digtrict, Rock Creek Station, Franklin Historic District, Pierce
Courthouse, Malad Gorge Site, Old Mission at Cataldo, Hell's Gate
Interpretive Center and the Three Island Crossing Interpretive Center at
Glenns Ferry. The IHS budget is made up of $1.9 million from the
general fund, $1 million from federa funds and $1 million from fees.
Historic preservation is federally funded and they operate a federal tax
credit program for historic preservation and tour programs.

Charles Bolles if the Idaho State Library indicated the State Library is
over 100 years old. They took a 19% cut in genera fund dollars,
deemphasizing collection.

They have three projects that are emphasized: capacity building for
services statewide/statewide resource sharing, a talking book library for
the disabled and statutory responsibility for collecting/organizing and
archiving state publications. They report to a six-member board, one from
each legidative district. Their budget is $2.3 million from the genera
fund and $1 million in federal dollars.

Idaho ranks 49" in the nation for preservation of records. They should
have 20 —23 staff, but exist with three. The process of going to electronic
storage, i.e. computer storage, is a chalenge as computers become
outdated quickly which leaves them with a fragmented approach. Other
problems noted are the duplication in record storage, the fact that the state
does not have a clear policy for archived documents (it is done on a “catch
can” basis) and there is alack of coordinated automation. He feels placing
the State Record Center under the State Historical Society Archive
Divison would consolidate the process and provide a single point of
leadership. There are several models throughout the nation that have
“records’ under the Secretary of State's office.

The policy of the state board has been not to ask for any additional money.
They need $100,000 for the bicentennial Lewis and Clark trail so need

someone who can champion these causes.

The Committee asked if we should combine the three agencies and seek a
new sponsor such as the Secretary of State. Response: Yes.

Bobbi Eckerle of the Department of Administration’s State Record Center
and State Archive Coordinator said that agencies recognize that they are at
capacity themselves. The state needs new purge and record retention
policies. A question was asked about using microfiche. Response was it
is effective only for those items that can be stored indefinitely.
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The Committee asked what the state was doing to understand the issue of
proper media. Steve responded that 1daho technology is on the leading
edge but not ready for preservation of records. Electronic records are
being lost because they do not have the staff to go out and get the records.
This would be another argument for merging the agencies, as it would
make better use of staff. A question was asked if they could subcontract
the work. Response: All we would be doing is shifting responsibility with
no savings. However, merging would at least result in some savings in
administrative support functions such as accounting and personnel.

Darrell Manning asked Steve Guerber to rewrite the recommendation for
consolidation and enhance it with information from Parks and Recreation
and other suggestions above. Eric Beck will provide Mr. Guerber with the
appropriate document format for the Committee recommendation.

Additional comments made regarding consolidation: Nationally, historic
preservation sites are in the state parks system. The Talking Book could
go to the Blind Commission or to Vocational Rehabilitation. How to
effectively manage the State Library would be a great project for college
library majors and would provide them with a good education in state
programs. The Committee agreed that it made sense to merge records
management with the Archive and Historical agencies.

The meeting was adjourned at 4:30 p.m.

| Actionsrequired on New Items

| Item | By Whom | When
ITRMC needs to develop Rich Elwood 04/03/2003
recommendations that would
strengthen leadership, legidation
and address education.
Eric Beck will work with Darrell Eric Beck 04/03/2003

Manning to either rewrite #81 or
use Rich Elwood’ s most recent
recommendation as a basis for a
new discussion item.

Rework the suggestion for the Eric Beck 04/03/2003
judicial election/appointment
process that would allow the
governor to make a selection from
alist of candidates. The proposa
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will be sent out to Committee
members for review prior to the
next Committee meeting.

Item #9 is being held until Darrell Darrell Manning No date set
Manning can meet and discuss with

the H& W Committee.

Item #22 regarding one state Eric Beck 04/03/2003

accounting system: set up a
meeting with CFO, DIO from
DHW, Transportation, Labor,
SCO, etc for them to determine
dollar estimates that would
adequately meet the needs of
agencies with federal grants.

ltem #75: Study the possible Eric Beck 04/03/2003
creation of a quasi-judicia agency
within the executive branch to
preside over contested cases
throughout the state. Forward this
recommendation to the Public
Safety, Natural Resources and
Transportation Committee.

Rewrite the recommendation for Steve Guerber & Eric 04/03/2003

consolidation and enhance it with || Beck
information from Parks and
Recreation and other suggestions
above. Eric will help Steve with the
format for the Committee
recommendation
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| Attendees

| Co-Chair: | Darell Manning

Key Committee
Members:

Yvonne Ferrell
Arlen Wittrock
Jerry Ethridge (alternate representative for Dr. Billy Shipp)

Subject Matter
Experts:

Rich Elwood, Department of Administration, ITRMC
Jan Cox, Department of Administration

Guests:

J.D. Williams, Blue Ribbon Co-Chair

Hal Bunderson, State Senate

Keith Johnson, State Controller

Melinda Adams, Idaho Commission On Aging
Nathan Bentley, ITRMC

Steve Wilson, ITRMC

Don Fournier, ITRMC

Steve Allison, State Controller’s Office

Support Staff:

Eric Beck, Labor
Kay Vaughan, Labor

| Next Meetings: | None scheduled

Housekeeping:

Review of Decisions
Reached via E-Mail:

Co-Chair, Genera Darrell Manning stated the intent of this meeting was
preparation of final recommendations for the full committee, which
convened later in the day. General Manning noted the GOS Committee
had submitted more recommendations than any other, and that many of
those recommendations had been accepted or acted upon by the
Governor.

Discussion Item #42, reduce the majority vote requirement to 60% for
school districts adopting consolidated elections. Voted “yes’ (4-1),
submit to the BRTF. General discussion from committee members noted
legidative action had failed in the past, may resume in the future.

Discussion Item #66, remove the cap on the maximum number of
unused sick leave hours state employees may use toward paying health
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insurance premiums in retirement. Voted “yes’ (6-0), submit to the
BRTF.

Discussion Item #1, the governor and lieutenant governor should be
elected as running mates. Committee members discussed attempts made
in the past, noted this will require a constitutional amendment, will not
happen overnight. Agreed to advance recommendation to the BRTF.

Discussion Item #2, positions of lieutenant governor, secretary of state,
state controller, state treasurer, attorney general and superintendent of
public instructions should remain as elected officids.  Should
classification be changed to NO FURTHER CONSIDERATION? Voted
“yes’ (6-1); will not submit to BRTF.

Discussion Item #11, move group insurance from the Department of
Administration to a Bureau of Employee Benefits within the Division of
Human Resources. Should classification be changed to NO FURTHER
CONSIDERATION? Voted “yes’ (7-0); will not submit to BRTF.

Discussion Item #21, consider the possibility of consolidating the
various state laboratories operating within state government.  Should
classification be changed to NO FURTHER CONSIDERATION? Voted
“yes’ (7-0); will not submit to BRTF.

Discussion Item #30, conduct a review of employee leave policies.
Consider combining earned leave categories, such as annual, sick, and
earned administrative leave. Committee members noted email vote for
NO FURTHER CONSIDERATION (5-2). Generd Manning noted the
recommendation for review of leave policies did not identify any way to
improve them. Keith Johnson, State Controller, stated his office is
required to track why a state employee is not at work, but asked is it
important to know why. General Manning noted tracking sick leave is
important since it applies to retirement. Mr. Johnson noted combining of
leave is becoming the common trend; it would reduce accounting at the
Controller’s office and at the agency level, and would reward those who
are healthy. Discussion ensued including potential impact upon retirees,
property rights associated with the current method, and related matters.
General Manning suggested the Discussion Item be forwarded to BRTF
with the wording, “Conduct a study...”. Committee members in
attendance agreed. Forwarded to BRTF.

Discussion Item #41, state investment policies should be reviewed.
Should  classification be changed to NO FURTHER
CONSIDERATION? Voted “yes’ (7-0); will not submit to BRTF.
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Further Business:

Discussion Item #63, reduce the size of government agencies,
reorganize and become more efficient by providing retirement incentives
to employees or atering current retirement eligibility rules. Should
classification be changed to NO FURTHER CONSIDERATION? Voted
“yes’ (6-1); will not submit to BRTF.

Discussion Item #70, allow agencies to identify overtime requirements
in their budgets. General Manning noted thisis already allowed. Should
classification be changed to NO FURTHER CONSIDERATION? Voted
“yes’ (6-1); will not submit to BRTF.

Discussion Item #74, provide state employees with additional annual
leave during years when little or no money is provided for merit pay
increases.  Should classification be changed to NO FURTHER
CONSIDERATION? Voted “yes’ (7-0); will not submit to BRTF.

Should a Discussion Item be prepared based upon the public feedback
item related to: “...acrisis affecting single mothers and blended families
exists.” General Manning noted this is a complaint the agency, Health
and Welfare, should handle. Voted “no”, (5-1); will not submit to
BRTF.

Should a Discussion Item be prepared based upon the public feedback
item related to: “Minimize the use of preprinted agency letterhead by
using computer-generated forms’. Voted “yes’ (6-0), submit to the
BRTF. Eric Beck noted this will be recorded asDiscussion Item #86.

Discussion Item #87, co-locate small state agencies in the same
building. General Manning noted that co-location, when available,
allows sharing administrative and computer costs. Senator Bunderson
noted that we have legidative requirements for review of leases and
leasing from the Building Authority. General Manning asked if this
suggestion was necessary. Senator Bunderson believes so, but that
taxpayers do not want monuments. Noted that the Building Authority
has saved many tax dollars. The Committee agreed to deletion of first
bullet item. Voted “yes’ (4-2), submit to the BRTF.

Discussion Item #4, consolidate self-governing licensing boards and
commissions into a Divison of Occupational Licensing within the
Department of Self-governing Agencies. Will allow for cost sharing of
some administrative and technical support functions. The committee
noted that some boards are autonomous, would not change, nor would
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autonomy in confidential records. The Committee voted to submit to
BRTF.

Discussion Item #22, conduct a study of the State’s accounting systems.
Generad Manning noted this item has been discussed on severa
occasions, aways asking if we should move toward a centralized
accounting system. Each agency has separate needs and it may be
difficult for one entity to cover them all. Severa have systems in place
that were constructed using federal funds to meet federa reporting
requirements, and are an impediment to a centralized system. However,
there are some functions that could be centralized. Noted he had received
another alternative paper that morning. In prior discussions, we were
informed that a centralized system could be established for $5 million.
Input from technical experts has raised that to $500 million.

Keith Johnson, State Controller, discussed the need to minimize
“stovepipes’ and to obtain better utilization of effort and maximize the
utility of tax dollars.

General Manning asked if a comprehensive study could help determine
the best direction.

Mr. Johnson said he thought so, that he would like to go that direction,
and he would like the Governor to lead in this arena. We need to
research options.

Committee members discussed current system, its abilities, and
weaknesses.

JD Williams noted that more robust accounting and management tools
have been developed during the 90's.  Feels it’s time to look at how we
do this, yet with discretion for agencies. Supports a study at this time.

Discussion ensued regarding who should be involved in the review.
Wording was changed in second paragraph to include Division of
Financial Management and other policy makers.

Recelving no objections, Committee agreed to forward second document
to BRTF, with changes.

Discussion Item #38, Change the function of the Soil Conservation
Commission from directing to that of advisor to the Idaho State
Department of Agriculture (ISDA).
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Generd Manning noted this was submitted to the BRTF, but was
withdrawn form the floor for further study. Because the Commission is
in the agency, the Committee felt it should report to the agency. The
agency wants the Commission fully engaged.

Committee members discussed size of staff and the possibility of
financial savings.

Receiving no objections, Committee agreed to forward to BRTF.

Discussion Item #83, policy guidance related to IT development. The
committee discussed responsibilities to Idaho’'s citizens, that much of
what is written in this document could be a preface to the Governor’'s
Strategic Plan. Debated if this document would do much good; agreed
that putting it in writing will reinforce the message. May get included in
IT s plans or state planning process.

Without objection, Committee agreed to forward to BRTF.

Discussion Item #84, state should continually review and update its
purchasing laws, policies, procedures.

Eric Beck noted that since the last meeting, a response was received from
Divison of Purchasing and this document has been amended to
incorporate their comments.

Committee members discussed current procurement, bidding processes,
the obstacles, concerns related to the “design and build” option.

General Manning asked Jan Cox if there were any points in the paper that
concerned Dept of Administration, any problems with the language. Jan
is comfortable with the document.

Without objection, Committee agreed to forward to BRTF.

Closing Remarks General Manning informed the Committee that the BRTF chairs met

yesterday with the Governor, who will review the BRTF recommendations
and may ask BRTF members to look at some other things.

General Manning thanked the members for their involvement and input to
the GOS Committee.

There being no further business, the meeting was adjourned.
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REVENUE AND EcoNOMIC DEVELOPMENT COMMITTEE
GUIDING PRINCIPLES

A. The State of 1daho should continue to budget annually.

B. ldaho’'s short and long-term economic health relies on a business-friendly climate
that encourages job creation.

C. ldaho enjoys the highest possible credit rating giving us low cost flexibility for
financing alternatives. This advantage must be preserved.

D. Idaho is recognized for its well-balanced tax structure. This advantage must be
preserved to achieve the long-term goals of a strong business climate, the
retention and growth of current business, and the attraction of new jobs. Idaho has
historically provided local property tax relief and absorbed public school funding
by shifting more and more of those costs to the state. Today's weaker state income
and sales taxes collections are resulting in state revenue shortfalls while the
property tax continues to grow status quo. Keeping Idaho's property, income and
sales tax system balanced will become a greater challenge, especialy if the
economy remains weak and local property taxes continue climbing.

E. Idaho’'s economy is rapidly changing from a production to service base, and those
changes require a thorough review of tax exemptions.

F. ldaho must adequately fund economic development in the State to be competitive
with neighboring States.

G. Business practices a the State level must involve a continuous improvement
system to ensure that inefficient or ineffective practices are discontinued or
corrected.

H. Education is akey element in Idaho’ s economic development focus.

I. The Idaho Legidature will benefit from the Moore Study now being completed
for the Idaho Tax Foundation, a sister organization of the Associated Taxpayers
of ldaho.

J. ldaho State government needs to do a better job of harnessing its most valuable
asset—State employees.
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REVENUE AND EcoNOMIC DEVELOPMENT COMMITTEE
PRELIMINARY RECOMMENDATIONS

REV PRELIMINARY RECOMMENDATION #1
Implement an estimated tax payment system for the State’ s Individual Income Tax.

Basisfor recommendation:

Currently taxpayers with nonwage income do not pay taxes until April of the year
following the tax year. An estimated tax payment system would require such taxpayers
to pay tax on their estimated income in installments in April, June, September and
January.

Advantages:
- Treats non-wage income the same as wage income where taxes are withheld each
payroll period.
Will increase revenue to the State in the year of implementation.
It is not atax increase yet rai ses revenues.
Functions exactly like the estimated tax mechanism used with federal income
taxes. Implementation should not be difficult.

Disadvantages. It is a one-time revenue increase, and thus will mask the State's budget
imbalance for one year. Other measures on either the expenditure or revenue side need to
accompany this in subsequent years or the problem will return.

Budget | mpact:
May increase revenues in the initial year by $70 to $80 million.
Taxpayer must have an Idaho tax liability of at least $500. Approximately 80,000
individual taxpayers meet this criteria

Risks:
Low interest rates and the stock market’s poor performance for the past year may
decrease nonrwage income as compared to prior years, decreasing the budget
impact below the estimated range shown above.

Obstacles: None

Alternatives. None

Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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REV PRELIMINARY RECOMMENDATION # 2
Increase the number of tax personnel at the Idaho State Tax Commission primarily to
focus on nonfiler and compliance recovery.

Basisfor recommendation:

It is presently estimated that an additional $1.8 million investment in additiona tax
personnel should yield at least $9.1 million of new tax revenue in Fiscal Year 2004. The
focus of this effort would be on contacting more non-filers and on collecting existing
accounts receivable, not hiring more auditors.

Advantages:
More equitable enforcement of existing tax laws.
Does not involve an increase in taxes.
Improves General Fund revenues to the State.

Disadvantages: Increases the number of State employees.
Budget Impact: See Basisfor Recommendation.

Risks: Law of diminishing returns. This approach has been tried previoudly, and the
revenues generated by repeating the exercise may not be as great.

Obstacles: None
Alternatives; None
Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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REV PRELIMINARY RECOMMENDATION # 3

Modify the Investment Tax Credit to make it transferable to other taxpayers from the
taxpayer earning the original credit. This transfer provision would only be applicable to
credits earned for qualifying Idaho investment made on or after the date of enactment and
would be limited to just one exchange.

Basisfor recommendation:

The existing Broadband Equipment Investment Credit contains a provision whereby the
taxpayer making the original equipment investment can transfer the tax credit on that
investment to another taxpayer. This increases the value of the credit because it allows a
business lacking sufficient taxable income to make immediate use of the credit by selling
the credit to another business that does have sufficient taxable income. Adding the same
provision to the regular Investment Tax Credit is intended to make that credit a much
more effective economic development tool.

Advantages: This recommendation neither increases nor decreases taxes.
Disadvantages.
- This recommendation will cause credits to be used that would not otherwise be

used as a result of the failure of the business earning the credit. However, the
impact of economic development may balance this drain on State revenues.

Multiple transfers limit the assurance that the credit claimed is for the purpose for
which it was intended. No tracking system isin place.
Budget Impact: $8 million reduction in revenue.

Risks: This recommendation could cause a significant short-term reduction of State
revenues due to credits being used earlier than would otherwise be the case.

Obstacles: None
Alternatives; None
Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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REV PRELIMINARY RECOMMENDATION # 4
Increase cigarette tax by 20 cents per pack and direct increased revenues to the State’'s
General Fund.

Basisfor recommendation:
Cigarette taxes have increased dramatically al over the US. ldaho can raise its cigarette
taxes to the US median price per pack and still stay competitive with neighboring States.

General Information:
The median US cigarette tax is $.48 per pack. Idaho’s cigarette tax is $.28 per pack;
Oregon's tax is $1.28 per pack; Utah's tax is $.695 per pack; Washington's tax is
$1.42 per pack; Wyoming's tax is $.20 per pack; Nevada's tax is $.35 per pack; and
Montana' s tax is $.18 per pack.

Advantages:
Increasing tax on cigarettes will help balance their health cost to society.
Increasing tax on cigarettes may help lower consumption.
This recommendation will increase revenues to the State.

Disadvantages.
This recommendation does represent a tax increase.
This recommendation is not broad-based and impacts a specific industry.
There will be significant opposition to this increase.
This tax increase may have a greater impact on low to moderate wage earners.

Budget | mpact:
This recommendation will increase General Fund Revenues by $15.6 million

Risks:
- This tax increase may drive more business to the Indian Tribes where State
cigarette taxes are not collected.

This tax increase may drive more business to neighboring States with lower
cigarette taxes.

Obstacles: None

Alternatives. None

Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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REV PRELIMINARY RECOMMENDATION # 5

Support the effort of the Streamlined Sales Tax Project to collect tax on remote sales by
simplifying and modernizing sales/use tax administration.

Basisfor recommendation:

Online merchants have an unfair advantage over brick and mortar business located in
Idaho. Online merchants avoid collecting sales tax and thus can offer merchandize at
lower cost. Idaho needs to become an active member of the Streamlined Sales Tax
Project consortium of States seeking federal legislation to require online merchants to
collect sales taxes.

Advantages:
Eliminates the tax inequity between online and brick and mortar businesses.
Increase sales tax revenues to Idaho.
Disadvantages. Will be difficult to enforce.
Budget Impact: Somewhere between $20 and $40 million increase in revenues.
Risks: May discourage further development of commerce over the Internet.
Obstacles: Requires federa legidation that has proven difficult to get.
Alternatives: None
Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation; Federal Legislation
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REV PRELIMINARY RECOMMENDATION # 6

Implement an Accounts Receivable Offset program for those businesses or individuals
providing services to the state of Idaho that have established tax liabilities to the state.
This could also be extended to things like lottery proceeds.

Basisfor recommendation:

The state is doing business with vendors that, in turn, owe established tax liabilities to the
state of Idaho. This proposal would subtract any established state tax liability from a
payment for services rendered before the warrant for payment is processed and sent to the
vendor. This could be extended to any liability owed to any state agency and the monies
would be transferred to the appropriate agencies.

Advantages:
- Represents an efficient collection mechanism.
Reduces potential write-off of uncollectible accounts.
More efficient use of cash.
Decreases tax gap and increases tax equity.

Disadvantages: Significant I. T. programming effort required at Office of Controller.
They estimate 1,340 hours @ $60 per hour.

Budget Impact: Enhanced collection estimate is $250,000 first year (from Office of
Controller). Thiswill require the expenditure of $80,000 - $100,000 by the Office of the
Controller for new |.T. programming.
Risks. None
Obstacles:
Legidation.
Programming in Controller's office.  No new effort required at State Tax
Commission.
Alternatives: Status quo.

Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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REVENUE R ECOMMENDATION #7

Increase sales tax rate by 1%, effective June 1, 2003, and sunset this increase 3 years
from the date of enactment. Distribution formula should be modified so that al increased
revenues accrue to the State's General Fund. Legislature should appoint an interim
committee to study all sales tax exemptions and untaxed services during this three-year
period with the intent of lowering the overall salestax rate by broadening the base against
which the tax is applied. The State should continue to pursue efficiencies in order to
reduce expenditures.

Basisfor recommendation:

We are making this recommendation as a short-term measure to protect the bond rating of
our State, to reverse the loss of valuable talent from our state educationa institutions, to
invest in education, to continue to encourage companies to invest, and to ensure a stable
economic environment. We expect our State to review and maintain a balanced tax
structure in our increasingly service oriented economy with continued reduction of
expenditures through increases in productivity and other efficiencies.

Advantages:
- Isatemporary tax increase

Will help resolve athough not entirely solve the revenue problem for Fiscal
Y ear 2004
Could provide adequate time for adjustments to be made to the State's taxing
structure

Disadvantages. Represents a tax increase.

Budget Impact: $160 million per year increase in General Fund Revenues.

Risks: Gives Idaho a competitive disadvantage to surrounding States with lower sales tax
rates.

Obstacles: Legidation
Alternatives: None
Minority Opinion(s): None

Possible Implementation Vehicle: State Legidation
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INTERMEDIATE RECOMMENDATIONS

REV INTERMEDIATE RECOMMENDATION: #1:

Place a sunset provision or an Idaho Administrative Procedure Act (IDAPA)-like process
on al sales tax exemptions and require legidative review and action in order to be
reinstated. Stagger the reviews so that at least 25% of the exemptions are examined in
any one-year. This process is ongoing

Basis for recommendation: Exemptions to Idaho’s sales tax have grown since the tax
was created, and have not been reviewed since their origina passage. Each exemption
should be reviewed by the Legidature periodically in order to ensure that the exemption
remains in the best interests of the State of Idaho. This recommendation limits the
number of exemptions reviewed each year to 25% of the total exemptions in order to
moderate the impact on the legidature.

Advantages:
- Ensures that sales tax exemptions receive ongoing scrutiny instead of just the
one time scrutiny received when initially passed. In this manner exemptions
which are no longer in the best interests of the state can be allowed to lapse
If sufficient exemptions are allowed to lapse, the overall sales tax rate could
be reduced.
If services exemptions are alowed to lapse, this recommendationcould serve
to adapt the sales tax to Idaho’ s current economy where the sale of servicesis
much more prevalent than the sale of goods. The existing sales tax was
created in the 1960’ s when sale of goods and not services was the primary
transaction in Idaho’ s economy.

Disadvantages.
Will require a substantial effort by the Legislature in reviewing each
exemption to ascertain whether the exemption should be renewed.
When an exemption is alowed to lapse, it represents atax increase to
taxpayers who previously enjoyed an exemption from the sales tax and will
likely result in complaints to the Legisature from those impacted.

Budget Impact: Depends on whether exemptions are allowed to lapse.

Risks: None

Obstacles: None

Alternatives: None

Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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REVENUE & EcoNomMmICc DEVELOPMENT COMMITTEE
LONG-TERM RECOMMENDATIONS

REV Long-Term Recommendation #1.

Preserving a balanced tax structure that meets long-term business and governmental
service needs aso involves a continuous improvement system to ensure public services
are provided efficiently and effectively.

Idaho has a high ratio of taxing districts compared to population served.
Consolidation of taxing districts (such as counties, highway districts, fire districts, school
digtricts, etc.) needs further study as does centralization and sharing of certain services.
This will help reduce the cost and growth rate of taxing district maintenance and
operation budgets, thus optimizing service efficiency and providing opportunity for tax
rate reduction.

Basis for recommendation: Year 2002 National Education Association statistics
comparing number of school districts to average daily attendance (A.D.A.) results in a
ratio of 2,031 students per each of 1daho’s 114 school districts. The national average is
2,910 students per district. Compared to other states and the District of Columbia, 1daho
ranks 35" lowest (a51%  ranking being the least students per district).

Year 2002 U.S. Census of governmental units per state (which includes al local
taxing units plus school districts) when matched with state population, resultsin aratio of
1,116 people served per each of Idaho’s 1,159 taxing units. The national average is 3,213
population served per taxing unit. Compared to other states and the District of Columbia,
Idaho ranks 44™ lowest (a51% ranking being the least population served per taxing unit).
The above comparisons indicate that 1daho’s average daily attendance per school district
is 30% less than the national average. And, Idaho’s average population served per all
taxing units is 65% less than the national average. While it is important that 1daho’s tax
structure be competitive with neighboring states, Idaho should always strive to provide
public services most efficiently and effectively. Providing those services with fewer
governmental units would presumably be more efficient and implementation plans that
consolidate taxing districts and service functions need serious evaluation.

Advantages:
- Fewer taxing units and school districts should result in less duplication of
administrative services while improving the quality of administrative services.
Fewer taxing units and school districts should eventually result in greater use of
existing infrastructure such as equipment and buildings with reduced creation of
duplicative infrastructure.

Disadvantages: Consolidating taxing districts or school districts may be viewed as
adversely impacting local control.

Budget Impact: Should reduce expenditures for both state and local government. The
extent of this reduction depends on the degree of consolidation.



Risks: Once consolidation has occurred it would be very expensive to undo.

Obstacles: None
Alternatives: None

Possible Implementation Vehicle: State Legidation
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REV Long Term Recommendation #2:

Idaho needs to preserve a balanced and predictable tax structure including tax incentives
in order to attract and retain business and investment. This balanced tax structure
consists of a combination of income, sales, property taxes and fees and provides most of
the funding for government services. Other taxes such as fuel, beer and wine taxes
should be fair and equitable.

The tax structure should be made predictable by minimizing the number of increases,
decreases or other changes. Having a long-term drategy that maintains a balanced tax
structure while minimizing short-term changes will attract capital and business to Idaho.

Furthermore, the stability of the corporate income tax also depends on how the
interstate apportionment of taxpayers business income is calculated. Reliance on a
broad based formula that is based on the taxpayers property, payroll, and sales is less
volatile than a formula that either over-weights or relies on only one of these factors, such
as sales. Idaho currently uses this broad based formula and should continue to do so.

Basis for recommendation: Many states have suffered disproportionately in recessions
because of their dependence on a single tax or funding source. For example, if 1daho’s
tax structure were totally based on income taxes, the current financial pressure on the
state would have been much worse. Income taxes have dropped dramatically while sales
tax revenues have been increasing. Idaho’'s reliance on a combination of income, sales,
property taxes and fees provides a more stable revenue stream to fund government
services, and minimizes the need to make drastic changes to specific taxes in order to
cope with economic downturns.

Advantages:
- Balanced tax structures provide stability during volatile economic periods.

Business craves predictability. Creating a business plan that accommodates

unpredicted events like large increases in taxes is an impossible task.

A predictable tax structure will attract business investment because many

states have little if any predictability.

Disadvantages. More difficult to implement and enforce than a tax structure with less
diverse forms of taxation.

Budget Impact: Stability

Risks. Bordering states will not have the same mix putting Idaho business a a
competitive disadvantage.

Obstacles; None

Alternatives. Eliminate any one or some combination of the three primary taxing
mechanisms.

Possible Implementation Vehicle: State Legislation
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REV Long-Term Recommendation #3:

Future economic growth and financia viability of the State of 1daho will depend on the
retention and expansion of existing jobs and the creation of new jobs. To accomplish this
Idaho must increase dedicated funding for marketing and economic development by an
annual minimum of $1.5 million. This could include funding from the state’s General
Fund, Lottery funds, private funds through a nonprofit corporation, some portion of the
hotel/motel tax, or some portion of the sales tax. Unspent Department of Commerce
funds would be permitted to carryover into a fund for the specific use of the Department
of Commerce in future years. Details on the oversight of this fund will be determined
later.

Basis for recommendation: Almost all states bordering Idaho spend much more on
marketing and economic development than does Idaho. The Department of Commerce
budget for marketing the state is approximately $150,000 per year. This amount is
extremely small when compared to the millions of dollars spent on marketing and
economic development by States like California, Oregon and Washington. Spending this
$1.5 million on marketing and economic development orchestrated by the Idaho
Department of Commerce will benefit everyone.

Advantages:
Greatly improves Idaho’s competitive position in trying to attract new business to
the state. Idaho will be better able to get its story and advantages across to
businesses that are seeking to relocate.
Provides the Department of Commerce with additional tools to enhance economic
development in Idaho.

Disadvantages. None.

Budget Impact: $1.5 million dedicated to marketing and economic development.

Risks: Failure to enhance economic development efforts risks the loss of the state's
ability to retain current jobs and attract new ones.

Obstacles: None.
Alternatives: Do nothing and suffer the consequences.
Minority Opinion(s): None.

Possible Implementation Vehicle: State Legislation
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Revenue Committee
Meeting Summary

M eeting Date— October 11, 2002
M eeting L ocation — Joe Williams Building, 4" Floor Conference

Room

Attendance:

Committee Members. Mike Mooney, Larry W. Cope, Art
Brown, Bill Flory, Doug Gross, Larry Jeffries, Randy Nelson,
Tom Nicholson, Con Paulos, Dick Shippee

State Staff: Brian Whitlock, Dewey Hammond, John
McAllister, Roy Vadez, Dan Jones, Mike Ferguson, Maria
Barratt.

Others: Chuck Winder, Representative Jim Clark, Roger
Madsen (ID Dept of Labor), Dan Popkey (Idaho Statesman),
and Roger Sherman (Idaho Citizens Network).

DecisiongRecommendations:

None.

Discussions/Rationale for Decisions Recommendations:

| ssues Discussed:

1. We need to understand the Committee’s Mission Statement —
(We are consultants in this process).

2. Best ideas come from peoplein the field. State employees are
an invaluable resource in solving the current financial crisis.

3. Crisis represents an opportunity to assist Executive Branch and
L egislature with defining short-term and long-term revenue
needs.

4. We need to be careful about making long-term decisions under
current economic pressures—maintain long-term perspective.

5. We must maintain favorable business climate in Idaho to

provide jobs.
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Important to maintain investment in R& D—keep an eye on the future.

Need to look at creating job opportunities for people in the future.

8. If you spend money on Higher Ed, also work to create jobs that keep the
graduates in Idaho.

9. Education is key to attracting business and to maintaining a good business
climate.

10. Agricultural contraction has been difficult, but the situation provides
opportunities.  State needs to be run in a business like manner.

11. The State’' s revenue situation is an opportunity for improvement.

12. We need both Executive and Legislative commitment to change.

13. The State does not have a revenue problem. It has an expenditure problem.

14. Current situation is an anomaly and will eventually correct itself.

15. Potential exists for fixing the current financia crisis on the revenue side by
improving the business climate—more and better economic development. Recent
rural development efforts are a good example of that.

16. Resource industries can not be counted on to fuel the recovery.

17. Good times lead to bad habits and bad times lead to good habits. The State has
developed some bad spending habits over the past few years.

18. Avoid basing plans on good times while planning for the bad times.

19. We need to get ideas and feedback from State Agencies.

20. Are we to deal with the short-term budget shortfall or deal with long range
planning through 20207?

21. Concern was expressed about synchronizing the various committees on revenues
and expenditures.

22. Short-term means two to three years and should be addressed, but the long-term
plan should be the primary focus of the Committee.

23. We need to estimate revenue streams under various tax structures.

24. We need to identify priorities and problems. We need to examine our funding
system and determine whether it will accomplish priorities by 2020.

25. Attack short term issues first and work on intermediate and long-term issues later.

26. Proposal to forgo existing tax credits for the short term with credits returning after
the revenue crisis has subsided.

27. Isthere a better way to collect revenues through technology or restructuring. Can
we streamline the tax collection process (E-file, mandate for tax preparers?
Extend filing deadlines for e-filers.).

28. Amnesty on Tax Collection.

29. Thereal revenue streamis jobs.

30. Tax system must be predictable in order for business climate to be favorable.
Idaho’s Tax System is more predictable than those of surrounding states.

31. Distribution formulas for State tax collections should be studied and changed
where appropriate. Distribution formulas sometimes provide excess funding to
some entities and deficient funding to others.

32. If the State Tax Commission could design a perfect tax system what would that
system be?

33. All discretionary funds have been drawn down. We need a period of lower

expenditures to build those funds back.

No



34. There is no appetite for raising taxes.

35. Must run the state within existing revenues in the short-term—you must reduce
expenditures.

36. Why do we have so many school districts?

37. Do we need 44 counties?

38. Why has Health and Welfare grown so much?

39. Government owns too many buildings which represents an inefficient use of
capital.

40. Income tax started in 1931 to primarily pay for school funding. It was also sold
as property tax relief. Salestax started in 1965 to primarily pay for school
funding and to provide property tax relief. We must not only look at State
problems, but also look at local tax problems. Property tax needs to be
scrutinized.

41. We need a blueprint of the current tax system in order to understand it.

42. Is a 3% sales tax with no exemptions practical.

43. What is the cost of programs that the Federal government used to fund but has
stopped funding.

44. Cost of lost revenue as a result of no Internet taxes. Annual Cost may be as high
as $44 million.

45. Congress needs to require out of State business to report sales and remit sales
taxes to the States. 1daho needs to express support of thisto Congress. HR2525
would raise the “Nexus’ standard nationally. States need to lower the standard
otherwise out of state business comes in and takes business away from business
within the State. 1daho needs to also express opposition to HR2525 to its
Congressiona delegation.

46. National effort is presently underway to simply all States sales taxes to enable a
national collection mechanism.

47. The economy and technology have both changed greatly since the sales tax was
created. Move from goods producing industries to services industries may
eventually result in lower sales tax collections.

48. Idaho State Tax Commission may not have the tools or people to do adequate
audits/collections. The Revenue Committee needs to consider addressing both
audits/collections on non-filers/nor-compliers.

49. Can we do anything more to collect what’s out there? Impact will probably be
limited because of the law of diminishing returns.

50. State revenues grew 8.6% and appropriations have grown about 8.3% per year for
14 yearsin arow until 2002. What if the money had not all been spent? During
the same period State population grew an average of 5% per year.

51. Zero-based budgeting should be considered.

52. Why is the education bud get sacred? Since education represents two thirds of the
budget, it is likely it dso has two thirds of the waste and inefficiency. Exempting
education from the holdback allows that waste and inefficiency to continue.

53. Governor views the 2020 Task Force as a good 2" term project. He aso thinks
some short-term benefits will come from the exercise.

54. Some revenue streams such as the product taxes have not been scrutinized for
forty years. Some of the product taxes are based on a dollar cost per unit of



product and have not been changed since the 1960’s. It istime they were
examined?

55. The DFM General Fund Revenue Book has a complete history on all product
taxes.

56. The Governor’s hope is for the group to take a long-term view.

57. We need to get legidative leadership involved in the Revenue committee's
process. Governor intends to involve the Legidature in the next full 2020 task
force mesting.

58. Has the Governor’ s office studied removing the sales tax exemption for services?
The budget book from DFM includes estimates of |ost revenue from sales tax
exemptions.

59. If you remove any sales tax exemption, it will be called a tax increase.

60. Any increase in sales taxes will have to be increased in order to compensate for
the distribution formulas. However, we can ater the percentages in the tax
distribution formulas so that the distributions to non State governments would not
change when the sales tax rate is increased. 1% increase in sales tax would
produce $160 million.

61. An index of web sites on Idaho tax issues would be nice.

62. Copies of aNational study on State tax structures were distributed to members.
This information will aso be included on the Revenue Committee Web site.

63. We have over 1000 local taxing districts. Who can mandate some consolidation
of al these taxing districts. Consolidation will undoubtedly reduce administrative
expenses and thus save money for the State.

64. What do dedicated fund revenues total? Federal funds are $1.5 billion, dedicated
funds are $.5 hillion, other taxes are $.5 billion, and the General Fund is $2
billion. Fees, the hidden tax, probably total about $1.5 billion, Property taxes are
over $1 hillion. State personal incomeis $32 hillion.

65. General Fund Revenue publication from DFM was reviewed. Members were
encouraged to study this publication closely because it provides a detailed picture
of ldaho’s tax structure.

Assignments:
(Include responsible per son and completion date.)

1. Dan Johns of the Tax Commission and Randy Nelson of the Associated
Taxpayers of 1daho will create a blueprint of Idaho’s Tax Structure — completed
by 10/18. Report will be placed on the Web site under the Revenue Committee.

2. Mike Mooney and Larry Cope will determine the time and place for the next
meeting. Meetings will likely be by conference call with written materials,
powerpoint presentations, etc. available on the Revenue Committee’ s Web site.



Questions/Requests for_Infor mation:
(If assigned to non-IDOL, include responsible person and completion date.)
None.

Next:

Next meeting time and place to be announced. The committee prefers a
conference call using web sites to review information, charts, data, etc.






Grovernor

INMRK KEMPTHORNE
Co-Chairs

CHUCK WINIDER

J. I}, WILLIAMS

MEMBERS

YVelma Bahe, Bonners Ferry
Dave Bivens, Mendian

Art Brown, Cocur d"Alene
Eelly Buckland, Boise

_I:n:'k Buell, 56 Mames

Ham Byrd, Boise

Speve Casey, Coeur d"Alene
Archie Clemins, Boise
Larry Cope, Buhl

Kara Craig, Bodse

Yvonne Ferrell, Boise
Millic Flandro, Pocatello
Rill Flory, Culdesac

Duane Grant, Rapert
Doug Grross, Wilder

Dr. Rich Hagood, Mampa
Debbie Hall, Twin Falls
Sweve Hanks, Boise

Gy Hurlbutt, Boise

Larry Jetiries, Boise

John Kee, Twin Falls

Chris King, Pocatello
Sherry Krulitz, Wallace
Mancy Larsen, Cocur d"Alene
Dharrell Manning, Boize
_Firn MeClure, Boise, MoCall
Mancy Mernll, Eagle

Don Mischell, Boise

Mike ‘~1|:-|:-|:|':.'. Honse
Annene ;"-ILIl'I'iL‘-. Baise
Randy Melson, Bodse

Tom Michalson, Boise
Randy Maveson, Pocatello
Skip Oppenheimer, Boise

Con Paulas, Jerome

Mark Ricks, Rexbhuarg

Jack Riggs, Coeur d"Alene

_Ir:hn I{n"'u_"r'_:.'I Hiase

Jim Shackelford, Boise

Louise Shadduck, Coeur d"Alene
[, H|-|:.' .'\"1:|'.\|'|_ Idaher Falls

Ray Smelek, Boise

Jushn Tippets, Soda Springs
Mancy Vazques, Boise

Judy Wioodie, Emmett

Darei Yarnngton, Boise

IDAHO

Focus on the Future

e idaho 2020t askforce s

Governors Task Force
Revenue Committee
November 7, 2002
AGENDA

MEETING DATES:

November 7 from 9:00 am. until 11:00 am.

November 14 as scheduled with Governor’s Task Force
November 19 from 9:00 am. until 10:00 am.
November 26 from 9:00 am. until 10:00 am.
December 3 as scheduled with Governor’s Task Force

FOR REVIEW AND DISCUSSION:

1) Minutes from previous meeting
2) Dan Popkey column
3) Genera revenue fund book review

4) Dan Johng/Randy Nelson presentation
(each committee member will receive book)

5) Mission statement
Suggest we accept it as written and focus on the vision and objectives

6) Vision suggestions — balanced budget annually is a best practice

Idaho’ s 20/20 economic health relies on a business-friendly climate that
encourages job creation. Consider short- intermediate— and long-term
strategies.
Idaho enjoys the highest possible credit rating giving us low cost
flexibility for financing alternatives. This advantage must be preserved.
Tax structure should be balanced to achieve the long term goal of strong
business climate; balance will assure the attraction/retention of jobs.
Revenue considerations for the purpose of the committee will include the
state general fund sources, allocation formulas and exclusions, Federal
government funding, and local tax structure.

317 West Main Street

Boise, Idaho 8373t

208-332-3570, Ext. 320¢
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Business practices at the state level must involve a continuous
improvement system to assure that it is “Business as Unusual” going

forward.
Miscellaneous ideas:

*Trangition from product to service based economy

*Aging of the population

*Technology/information systems efficiency

*Collect al taxes and fees owed
*Quantify rainy-day funding
Coordinate revenue needs with other committees

7) Committee Assignments
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Revenue Committee
Meeting Summary

M eeting Date— November 7, 2002
M eeting L ocation — Conference Call & 4™ Floor Conference
Room, 317 W Main, Boise

Attendance:
Committee Members— Larry Cope, Bill Flory, Doug Gross,
Larry Jeffries, Mike Mooney, Randy Nelson, Tom Nicholson,
Con Paulos, Mark Ricks
Committee Members Absent — Art Brown

State Staff — DFM: Mike Ferguson, Maria Barratt; Tax
Commission: Dewey Hammond, Dan John; Department of
Commerce: Gary Mahn, Karl Teuller; Department of Labor:
Roger Madsen, John McAllister, Rogelio Vadez

Others: Wayne Hoffman (Idaho Statesman)

Decisions/Recommendations:
The Committee accepted the minutes from the initial meeting.

Discussion/Rationale (Number the same as above):
Gary Mahn, Director of the Department of Commerce, made a
presentation to the Committee on economic development
concerns.

Although high technology businesses are hurting, there are
some positive things going on in Idaho. The most notable
of these is the announcement by Grupo Modelo of the
construction of amalt barley plant in Bonneville County.
This construction involves a $75 million investment. In
response to this announcement, Budweiser decided to

317 West Main Street
Boise, Idaho 8373t
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invest another $75 million in its existing malt barley plant. Asaresult of these
investments, barley purchases will increase for growers all over the State—in
excess of 40 million dollars.

Important items:
1. The State of 1daho should maintain the rural program/initiative funded by

the legidature at $3.9 million. This program spends $3 million on grants
for rural economic development and $500,000 to mostly fund the salary of
12 rural economic development staff, although there are another 18 for a
total of 30 rural economic development staff all over the State. The
program has made major progess on economic development in rura
Idaho. $400,000 from the Gem Community program was also dedicated
to this program but funding for the Gem Community program was
discontinued as a result of budget holdbacks. Gary recommended that the
State restore the $400,000 to the Gem community grant program. These
grants have a'so made a big difference in rural 1daho.

We need a science and technology strategy for the State of 1daho. The
Science and Technology (S&T) Council developed a plan to enable
science and technology companies to prosper. We need to embrace that
science and technology plan and fund it. We have no State organization
that concentrates on science and technology. Idaho needsto create an
organization with an Executive Director to concentrate on working on the
recommendations in the S& T Plan. This should be done in concert with
existing efforts at the INEEL. Even though Idaho has the highest ratio of
patents to population in the United States, it does not do a good job of
commercializing technology developed in the State.

Idaho needs to maintain existing tax incentives. The most attractive
attribute of the State for business is a stable tax structure that is business
friendly. The Investment Tax Credit and R&D credit, etc. have sunset
provisions that should be removed in order to maintain this stability and
business friendly orientation. ldaho also needs to maintain the Workforce
Development Training Fund. This fund subsidizes training for new jobsin
Idaho. It isthe only incentive the State currently has for attracting new
jobs to Idaho.

Gary aso mentioned that daho receives a $10 million grant from HUD
for Community Development Block Grants. These grants play an
important role in building local infrastructure.

Short Term Recommendations:

1.

Idaho currently has a fund of $150,000 to market the State of Idaho. This
is not enough. It isused to buy ads in site location magazines, web
development, etc. Commerce would like $1 million for marketing 1daho.
Some regions of the State do a better job marketing than does the State as
awhole. Surrounding States do much more of this than does Idaho.
International programs should be continued and even expanded. Another
$200,000 in this program would be helpful. Trade missions have been



very helpful. Commerce has identified $11 million in sales directly
attributable to trade missions. Unfortunately these trade missions have
been cut back. We have closed the office in Japan, but maintain officesin
Shanghai, Taiwan, and Guadalgjara. We need to work harder promoting
global trade with Idaho businesses. International trade and businessis
critical for long-term economic success.

Long-Term Recommendations:

1. Commerceistrying to build an economic development team to be the
sales force for the State of 1daho. Commerceis making real progress on
this effort. Idaho till views itself from the perspective of resource
industries even though such industries have become a much smaller part
of the overall economy. That needs to change. Science and technology
deserves more attention and resources, including educational resources.

2. The State of Idaho is at a disadvantage with Economic Development
because the governor does not have a pot of money to provide incentives
for businesses to move to Idaho. The Modelo plant was made possible as
aresult of INEEL settlement funds given the State for economic
development in SE Idaho to pay for infrastructure, land, etc.. 1daho needs
to create a fund that the Governor could use at his discretion to clear
barriers to economic development. The proposed funding would be used
to construct infrastructure that not only helps the new business but aso the
region generaly. Oregon had $96 million available for economic
development last year which was allocated from the State lottery.

3. Bordering States have different taxing practices which create inequities for
Idaho businesses competing with businesses from the neighboring State.
The State needs to create atask force to study these border problems.
|daho might create enterprise zones and provide special consideration for
various taxes in these zones. Severa surrounding States have done this.

4. Offshore manufacturing is a major challenge for Idaho. Business cannot
afford not to manufacture in places like China where their costs are so
low. How can we help companies which manufacture in Idaho? We need
to find ways to accommodate low cost offshore manufacturing.

Gary concluded his presentation. A copy of the Idaho Economic Agenda from the
Department of Commerce is included on the Revenue Committee Related
Documents web site.

A suggestion was made to reall ocate resources within the State to help the
University of 1daho attract business from Washington State which has a much less
friendly business environment than does | dalo.

Another suggestion was made to use part of the investment tax credit to provide
funds for economic development.



The remainder of the meeting was spent reviewing the 1daho Tax Structure Report
prepared by Randy Nelson and Dan John. Dewey Hammond will finish the
presentation on this report in the next meeting.

Questions/Requestsfor Information:
(Include responsible per son and completion date.)
1. Dewey Hammond — Estimate property taxes on broadband investments for which
the broadband credit was taken. Completion date: Nov 14, 2002.

Assignments:
(Include responsible person and completion date.)

1. Committee members are to review the draft recommendations for discussion in
the next meeting. The format for recommendations is available at
http://www.idaho2020taskforce.org/revenue. Suggestions on recommendations
should be communicated to John McAllister viaemail at jmcallis@jobservice.us.
John McAllister will ensure that all suggestions are copied to all committee
members. Draft recommendations on the web will be updated continually as the
suggestions are received.

Next M eeting:
The next meeting will be held on November 14, 2002 at the Joe R. Williams
Building State Office Building, East Conference Room.
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Revenue Committee
Meeting Summary

M eeting Date— November 14, 2002
M eeting L ocation — Joe Williams Building, 5" Floor Conference
Room

Attendance:
Committee Members. Mike Mooney, Larry W. Cope, Bill
Flory, Doug Gross, Larry Jeffries, Randy Nelson, Con Paulos,
Mark Ricks
Committee Members Absent: Art Brown, Tom Nicholson
State Staff: Brian Whitlock, Dewey Hammond, John
McAllister, Rogelio Valdez, Dan John, Mike Ferguson, Maria
Barratt.
Others: JD Williams, Chuck Winder, Representative Jim
Clark, Senator Wendy Jacquet, Senator Hal Bunderson, Roger
Madsen (ID Dept of Labor), Chuck Oxley (Associated Press),
Greg Hahn (Idaho Statesman), and Mike Southcombe,

DecisiongRecommendations:

The following short-term recommendations were approved by the
committee:

1. Implement an estimated tax payment system for the State
of Idaho Individual Income Tax. (Motion by Jeffries,
Second by Gross, Passed Unanimously.)
2. Increase the number of tax personnel at the Idaho State Tax
Commission primarily to focus on non-filer and
compliance recovery. (Motion by Paulos, Second by Flory,
Passed Unanimously.)
3. Modify the Investment Tax Credit to make it transferable to
other taxpayers from the taxpayer earning the original
credit. Thistransfer provision would only be applicable to
credits earned after the date of enactment. (Motion by
Jeffries, Second by Flory, Passed Unanimously.)
317 West Main Street
Boise, Idaho 8373t
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4. Support the effort of the Streamlined Sales Tax Project to collect tax on
remote sales by simplifying and modernizing sales/use tax administration.
(Mation by Paulos, Second by Flory, Passed Unanimously.)

Discussions/Rationale for Decisions Recommendations:

The meeting began with a presentation by Senator Hal Bunderson who presented 14
recommendations and accompanying documentation.

Senator Bunderson's presentation is located at
http://www.idaho2020taskforce.org/revenue.

Senator Bunderson’s cover letter and list of recommendations is located at
http://www.idaho2020taskf orce.org/revenue/bunderson/l etter.pdf.

| ssues discussed:

1

Collecting sales/use tax on Internet or other remote sales is a federal question
because it deals with interstate commerce. Short-term prospects for this are not
good because it will require an act of Congress. Usetax is due on items
purchased over the Internet, but it is difficult to find the purchasers of such items
in order to enforce their payment of the tax.

Duplication of services used by State agencies and government generally should
be studied.

Senator Bunderson was asked about the political chances for eliminating sales tax
exemptions. His answer was that it might be possible but would require alot of
deliberation and study.

Senator Bunderson was also asked about the political possibility of increasing the
salestax rate. His answer was that would be a very hard sell. It is highly unlikely
that such a recommendation would be implemented. Agencies do not do a good
job prioritizing their programs. As aresult, the public and the Legidature have
difficulty seeing how additional taxes will go to worthwhile endeavors.

Senator Bunderson indicated that prioritizing programs should also be donein
preference to across the board holdbacks. Across the board holdbacks are a bad
idea. Heindicated that zero-based budgeting is a popular but not particularly
practical answer to rooting out waste in government.

Senator Bunderson was asked how he would adjust things to deal with the
shortfall? His answer was one overriding criteria—measure everything from an
equity standpoint. Increasing the sales tax is not entirely equitable. Everyone
needs to pay their fair share. If we alow some taxpayers to not pay their fair
share, it is difficult to justify tax increases to people already paying more than
their fair share. Review of sales tax exemptions should be deliberate and
systematic and cannot be done overnight. Thisis most likely along-term project.
In education, consolidation of administrative functions is probably the only
politically practical approach to district consolidation. Senator Bunderson stated
that he was provided cost savings on superintendent salaries if school districts
were consolidated and limited to one district per county. The total annual savings
on this would be approximately $4.5 million. He also mentioned that the State
reimburses 85% of every transportation dollar spent by each school district.
Some digtricts are very efficient with very low cost while others are very



expensive. Thereislittle incentive for the districts to keep costs down since the
State pays 85% of whatever cost they experience. State contracts and pooled
purchasing could help school districts save money on transportation. Generally,
school districts will object to consolidation, particularly if it impacts employment.

8. Senator Bunderson indicated that ultra high speed broadband was needed in Idaho
for economic development. He was asked if the Broadband Equipment Tax
Credit was adequate? His answer was that it was not. However, he cited Syringa
Networks as an excellent example of how effective the credit can be.

9. Senator Bunderson was asked about the possibilities of increasing income taxes.
Income tax rates were reduced in the past in order to make Idaho more
comparable with surrounding States. Increasing ratesis reversing that effort and
will have a negative impact.

10. Senator Bunderson was asked about the possibilities for a surtax on sales tax or on
some other tax until revenues recover? In order to do that you need to satisfy the
public that everyone is paying their fair share. Also, mistrust that the surtax will
become permanent will create alot of opposition to it. Representative Clark
indicated that a surtax just delays facing the problem to the out years. The State
will spend what it takes in.

11. Senator Bunderson stated that the state should explore purchasing facilities
instead of leasing in order to save money. He indicated that in some leases the
state has paid the purchase price 2.7 times.

12. Senator Bunderson stated that we have 289 highway districtsin Idaho. If we were
to consolidate some of these districts, we could reduce overhead costs and thus
get more highway construction done, improving chances for economic
development throughout the State.

13. Idaho not likely to experience economic growth quickly enough to eliminate the
projected deficit. Surplus created because the State underestimated revenue and
because of capital gains from the stock market due to the speculative stock market
bubble in the late 1990's.

14. Chuck Winder: One time or short term increase would be combined by some sort
of spending constraint—both done over time.

15. Representative Jm Clark: Delay JFAC action until February revenue numbers
arereceived in March. Thereis apotentia for a $35 million surplus if current
growth rates continue at 7%. Expenditures should not increase more than 3.5% in
order to cover projected deficit.

16. Mike Ferguson was asked if we could grow out of this deficit situation. He stated
that economic indicators are not positive. We should not use first quarter FY
2002 State revenue experience as an indicator of what will happen during the
remainder of the fiscal year.

17. Con Paulos stated that adding tax now might adversely impact economic
recovery. Areall the onetime or rainy day funds completely consumed?
Representative Clark thinks that there is $120 million more possible. Mike
Ferguson stated that we have used one-time money extensively, and there is not
much left. Downside risks on State revenue forecasts are not trivial, and should
be kept in mind before consuming remainder of one-time funds. Ferguson stands
by his earlier revenue forecasts for 2003.



18. Con Paulos stated that we should not raise taxes but could broaden the base. He
suggested that the Committee determine what broad-based short-term
recommendations the committee could agree upon.

19. Larry Jeffries made a presentation on making the Investment Tax Credit
transferable. Credits could then be sold to someone who has income/taxes against
which the credit can be applied. Credit results from a capital investment that is
subject to property tax. Last year the Broadband Equipment Tax Credit which has
atransfer provision was taken on property that added $235,000 to property tax
revenues. Making the ITC transferable makes the ITC a more effective economic
development tool. The committee agreed that this would make a good
recommendation to the Governor.

20. Bill Flory stated that he has asked business if the ITC was an important factor in
their business decisions? The answer was generally no. Are there other
incentives that could have more impact? If the ITC was made transferable, we
should make trading of the credit tax free to further improve its impact. We
should also target the credit to specific economic development situations. He
recommends a thorough study of the tax credit issue.

21. Mike Ferguson stated that it was difficult to determine the real impact of the ITC.
Some investment will take place with or without the ITC. By narrowing focus
(targeting) you usually get better results. Making the ITC transferable also should
improve results. Nevertheless the actual benefit of the ITC isimpossible to
quantify.

22. Con Paulos stated that Syringa Networks occurred largely because of the
Broadband Equipment Tax Credit transferability. This credit has only a one year
life span. Renewal of the credit would be a good recommendation for the
committee.

23. Larry Cope asked if we should redirect the ITC to the Department of Commerce
for economic development.

24. Con Paulos stated that devel opment grants to local communities can have a major
impact in rural Idaho. Department of Commerce does not have a large enough
budget to provide adequate incentives for economic devel opment.

25. Bill Flory asked what surrounding States are doing with tax incentives. Dewey
Hammond passed out a matrix showing what surrounding States are doing. That
handout is available at http://www.idaho2020taskforce.org/revenue under Tax
Commission information. Larry Jeffries asked if credits in the surrounding States
have transferability, and Dewey Hammond' s answer was no.

26. Mike Ferguson stated that in addition to tax credits, probably the most effective
economic development tool the State has is the Workforce Development Training
Fund. The primary reason that Dell built their call center in Idaho was the
funding provided by the Workforce Development Training Fund. That call center
currently employs over 1,000 people in Magic Valley.

27. Randy Nelson stated that any tax changes need to be done carefully because Idaho
is surrounded by States without income taxes or sales taxes. ldaho gets too out of
balance on either tax, and border businesses suffer. Mike Ferguson stated that in
spite of this, Idaho has experienced significant economic development. Randy




Nelson followed up that much of that development is the result of 1daho’s tax
system being predictable and stable.

28. Larry Jeffries suggested that the Committee erdorse the creation of an estimated
tax payment system for Idaho Individual Income Taxes. This mechanism would
be implemented for FY 2004 and be modeled after the federal estimated tax
system. This estimated tax payment could be used by taxpayers to reduce their
federal taxes and makes more equitable the treatment of wage and nonwage
income. Wage earners currently have taxes withheld from earnings during the tax
year while non-wage earners do not pay tax until the year following the tax year.

Robert Huntley then made a presentation to the Committee. His cover letter and
reference materials for this presentation are available at
http://www.idaho2020taskforce.org/revenue.

The Committee then discussed and approved 4 recommendations shown at the beginning
of this summary under DecisionsyRecommendations.

Assignments:/
(Include responsible per son and completion date.)
1. Dewey Hammond to report on the tax implications of the State purchasing M-
K plaza.

Questions/Reguests for_Infor mation:
(If assigned to nontI DOL, include responsible person and completion date.)
None.

Next:

Next meeting will be a conference call on November 19 at 9:00 AM. The website
at http://www.idaho2020taskforce.org/revenue contains reference materials for the
conference call and reference materials from previous meetings.
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Revenue Committee
Meeting Summary

M eeting Date— November 19, 2002
M eeting L ocation — Conference Call & 4™ Floor Conference
Room, 317 W Main, Boise

Attendance:
Committee Members— Art Brown, Larry Cope, Bill Flory,
Doug Gross, Larry Jeffries, Mike Mooney, Randy Nelson, Tom
Nicholson, Con Paulos, Mark Ricks
Committee Members Absent — None

State Staff — DFM: Mike Ferguson, Derek Santos, Maria
Barratt; Tax Commission: Dewey Hammond, Dan John;
Department of Labor: Roger Madsen, John McAllister, Rogelio
Valdez

Others: None

DecisionsRecommendations;

1. Modified the Estimated Quarterly Tax Payment
recommendation approved in the November 14 meeting. The
Committee added $500 as the minimum tax liability required
for estimated tax payments and added the requirement that
either 100% of the prior year or 90% of the current year taxes
must be paid to the State. (Motion made by Mr. Ricks, Second
by Mr. Jefferies, Passed Unanimously.)

2. Modified the Investment Tax Credit recommendation approved
in the November 14 meeting. The Committee added the
restriction that tax credits can only be transferred to another
taxpayer once. (Motion made by Mr. Cope, Second by Mr.
Nelson, Passed Unanimously.)

317 West Main Street
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Discussion/Rationale (Number the same as above).

Mike Mooney started the meeting by stating that the draft recommendations generally
represent ideas offered by Senator Hal Bunderson, and Robert Huntley. The conference
call agenda would be to continue the review of these recommendations.

Dewey Hammond stated that the cost of making the Investment Tax Credit transferable
would be approximately $8 million. However, the Tax Commission is working to refine
the numbers further. He indicated that he would report at the next conference call on this
refinement. Most of this $8 million cost would occur in the first year.

Dewey suggested and the committed adopted the provision that the ITC could only be
transferred one time. The State Tax Commission is asking the legidature to do the same
with the Broadband tax credit. Multiple transfers create tracking problems.

Dan John commented on the recommendation for quarterly income tax payments. He
recommended that $500 be set as the minimum limit for quarterly payments and that
taxpayers be required to pay 100% of previous year’s tax or 90% of current year’stax in
order to avoid penalties. He also stated that after further analysis the estimate of $80
million in additional revenue still looks like a reasonable estimate.

Mike Mooney and Larry Cope described a discussion they had with Brian Whitlock
concerning how they should structure their presentation in December. Brian suggested
that the Committee’ s recommendations be structured to accommodate various levels of
revenue shortfalls. Larry felt that the Revenue Committee generally would oppose any
tax increase. |If the shortfall is $100 million, the combination of estimated tax payments
(estimated $80 million revenue increase) and reductions in government spending could
cover the deficit. If the revenue shortfall was greater than $100 million, additional
spending reductions or government operating efficiencies need to be found, and tax
increases in such areas as beer, wine and tobacco taxes may be necessary. Larry
indicated that he could support something like a sales tax surcharge which had a specific
sunset provision. Sales taxes on services would be difficult to implement and would not
be a good short term recommendation. Thisis particularly true if the economy recovers
in the next year or so, and the shortfall moderates or disappears. Eliminating sales tax
exemptions should be along term project resulting from careful study of each exemption.
However, the possibility of eliminating exemptions and lowering the overall salestax rate
is attractive.

Art Brown stated that he felt the economic recovery everyone is hoping for may be as
much as two years away.

Con Paulos stated that he could support broadening the sales tax and lowering the rate.
Just raising the current sales tax rate is not fair. Early retirement for government
employees should be encouraged, but we need to get an estimate of the cost from PERS
and compare it to the savings from the vacant positions created. (Of course the
underlying question is whether vacated positions can stay vacant. There will be
gtuations where filling the vacated positions may prove unavoidable.)



Mike asked if we wanted to revisit the tribal issue on State revenues. Generally,
Committee members want to consult the Governor’ s Office about language that might be
included in a recommendation. Concern was expressed about avoiding any language
which might complicate ongoing negotiations or general relations with the Tribes. In
addition, the tone of the recommendation should be that the State work cooperatively
with the Tribes to address revenue issues and to do what is best for everyone in Idaho.

Mike Ferguson stated that beer taxes current raise about $4 million each year, but that
only half of that goes to the General Fund. Current beer tax rate is $.15 per gallon.
Doubling the rate would only be to $.30 per gallon. Wine tax brings in about $2 million.
Wine tax is $.45 per gallon. Con Paulos wondered if a standard Wine/beer/liquor tax
made sense, such as doubling it to aflat $.90 for both beer and wine. Bill Flory
suggested thet the tax should be a percentage of price as opposed to volume tax.
Ferguson stated that the liquor surcharge is 15% of price. This percentage could be used
on everything. Larry Jeffries asked Mike Ferguson if there was any way that any
increase in beer/wine taxes could go entirely to the General Fund. Mike answered that
the Legislature would need to change the distribution formula. Randy Nelson stated that
most states tax beer and wine on a per gallon basis. Median tax for beer is 18 cents while
Idaho’stax is 15 cents. The median tax for wine is 60 cents, while Idaho’s tax is 45
cents. Dan John indicated that taxing beer and wine on price as opposed to volume
makes the tax collection process much more complicated.

Increases in tobacco/cigarette taxes was mentioned. Dewey Hammond stated that a 10
cent per pack increase would add $8.5 million to revenues but that not al of it goes to the
General Fund. Idaho’s current tax on cigarettesis 28 cents per pack. Of that 28 cents, 5
cents goes to public schools, 5 cents goes to county juvenile probation, and of the
remaining18 cents, 43% goes to the Permanent Building Fund, 1% to central tumor
registry, 2.5% to cancer control fund, and the balance to the general fund. Increasesin
liquor surtax will not increase revenues to the General Fund because of the distribution
formula. The State General Fund is given a flat amount from the liquor surtax regardless
of the total.

One problem with raising the taxes on beer, wine and cigarettes is that it will accentuate
the problem of the Tribes not collecting taxes on sales to nonttribal members. Increasing
taxes on beer, wine and cigarettes will likely drive more business to the tribes.

Bill Flory asked how long would an increase in beer, wine or cigarette taxes take to
implement. Dan John indicated that just changing rates could be done quickly. Changing
taxing methods such as moving from a volume tax to a percentage of price tax on beer
and wine isamajor change that would take alot of time and effort for the State as well as
taxpayers. Larry Jeffries stated that we need to focus attention on the distribution
formulas in order to make any increase have the intended impact on General Fund
revenues.



Bill Flory would like the Committee to consider along-term recommendation of asking
for sunset clauses on al sales tax exemptions. These sunset provisions would necessitate
apublic review of al exemptions before they could be reenacted.

Con Paulos suggested that each Committee member look at each sales tax exemption, and
determine which exemptions they would eiminate.

Dewey Hammond was asked how hard it would be to tax services. He responded that it
islargely an educational issue. It takes time for taxpayers to become familiar with new
taxes and new tax reporting mechanisms. It gets down to how many people are in each
exemption area. If the number of taxpayers affected is small, it will be alot easier to
implement than if the number of affected taxpayersislarge. Nevertheless, it will be
difficult to remove exemptions quickly.

Randy Nelson described a telephone survey of voters by the Idaho tax Foundation. The
survey is intended to ask voters their opinions on how to cope with tax revenue shortfalls
and with government spending. Questions include have spending cuts been sufficient; if
not where would you cut; if taxes must increase, which tax would you increase, etc.
Results should be available in early December.

Questions/Requests for Information:

(Include responsible person and completion date.)

John McAllister to contact PERSI for cost estimates on early retirement.

Dewey Hammond to contact Senator Bunderson to ascertain the details of the MK

Plaza purchase including the impact on property taxes.

3. Dewey Hammond and Dan John to compile a summary of the beer, wine and
tobacco taxes. This summary will include the impact of various changes in those
taxes.

1
2.

Assignments:
(Include responsible person and completion date.)

1. Committee members are to review the draft recommendations for discussionin
the next meeting. Approved recommendations are available at
http://www.idaho2020taskforce.org/revenue. Suggestions on recommendations
should be communicated to John McAllister viaemail at jmcallis@jobservice.us.

2. John McAllister will ensure that all suggestions are copied to all committee
members. Suggestions on Advantages, Disadvantages, Risks, Obstacles and
Alternatives on each recommendation are particularly encouraged.

3. Randy Nelson will prepare a proposal for increasing beer, wine and tobacco taxes
while carefully avoiding getting too far out of balance with other States—maost
notably States bordering on Idaho.

Next M eeting:
The next meeting will be held on November 26, 2002, by telephone conference

cdl.



Governor
INMRK KEMPTHORNE

Co-Chairs
CHUCK WINDER
J. I, WILLIAMS

MEMBERS

Velma Bahe, Bonners Ferry
Dave Bivens, Meridian

Art Brown, Coeur d*Alene
KI—'II\.' I;L'l.:k.]il.l.l‘.l.. 15'”1.‘“_'

_|sn:;1c Buell, 56 Manes

Ham Byrd, Boise

Speve Casey, Coeur d"Alene
Archie Clemins, Boise
Larry Cope, Buhl

Kara Craig, Boisc

YWvonne Ferrell, Baise
Millic Flandro, Pocatello
Rill Flory, Culdesac

I‘}II.'II'II' {:mn'. R|||\.'Jrr
Doug Grross, Wilder

[3r, Rich |'.|:|.g-..ll.l|.]._ N.l:l'l'l'll:-a
Debbie Hall, Twin Falls
Sreve Hanks, Boise

Gy Hurlbutt, Boise

Larry Jetiries, Boise

John Kee, Twin Falls

Chris King, Pocatello
Sherry Krulitz, Wallace
Mancy Larsen, Cocur d"Alene
Dharrell Manning, Boize
_lirn Mt "illrl'l Boise  MoCall
Mancy Mernll, Eagle

Doy Mischell, Baase

Mike '\1I:-I:-r|-l,'!|'l Honse
Annene Murray, Boise
Randy Melson, Bodse

Tom Michalson, Boise
Randy Maveson, Pocatello
Skip Oppenheimer, Boise
Con Paulas, Jerome

Mark Ricks, Rexbhuarg

Jack Riggs, Coeur d"Alene
_'|r|h1'| I“.r'.l‘:lr_"r'_:.'I Boise

Jim Shackelford, Boise
I..'.ILli..‘hL' ﬁ]l:&l.:.L]u.t kl ‘..I:IL'I.lr ':.I‘.IIIICIIL'
[, H-I:-I:.' .‘\'hlpr\_ Idaher Falls
Ray 5I'|l;.'|l.'k. Baise

Jushn Tippets, Soda Springs
.\':lm'_\' ".nzt|lu‘ z, Bose
Judy Wioodie, Emmett

Darei Yarnngton, Boise

Focus on the Future

e idaho 2020t askforce s

Governors Task Force
Revenue Committee

November 26, 2002, Conference Call

FOR REVIEW AND DISCUSSION:

AGENDA

1) Minutes from previous meeting
2) Remaining Draft Recommendations

3) Budget Shortfall Scenarios

(Available at http://www.idaho2020taskforce.org/revenue)

4) Guiding Principles

(Available at http://www.idaho2020taskforce.org/revenue)

5) Progress Report to Full Task Force

317 West Main Street
Boise, ldaho 8373t
208-332-3570, Ext. 320¢
208-334-6455 (fax)






IDAHO

Focus on the Future

e idaho 2020t askforce s

Grovernor
INMRK KEMPTHORNE

Co-Chairs

CHUCK WINDER Revenue Committee
J. I}, WILLIAMS Meetlng Summary

MEMBERS
b i tion; M eeting Date— November 26, 2002
e M eeting L ocation — Conference Call & 4™ Floor Conference
Kelly Bucklind, Boise Room, 317 W Main, Boise
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Louise -‘“"hifm b, ( i <"-'~'<==I'L' recommending a“sun set provision” for al tax
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exemptions. Response: The Revenue Committee will be recommending a
thorough study of tax exemptions and believes such a study should
precede any legidative action.

#51. The Revenue Key Committee of the Idaho 2020 Blue Ribbon Task
Force should study and consider recommending an amnesty program
which would allow taxpayers entering the program to pay taxesin arrears
while avoiding penalties and interest. Response: A tax amnesty program
would require at least $500,000 for advertising and other publicity and
would also require an enhanced enforcement program afterward. The
Revenue Committee believes that other measures such as increasing State
Tax Commission staff have a greater chance of success.

#52. The Revenue Key Committee of the Idaho 2020 Blue Ribbon Task
Force should study and consider the initiatives proposed by Co-Chairman,
J.D. Williams, regarding: Accounts Receivable Offset; Better Reporting
Solutions; Activity-Based Costing; and Agency-Based Accounting
Systems. Response: The Revenue Committee adopted a recommendation
to create an Accounts Receivable Offset program. The other items do not
seem to be within the purview of the Revenue Committee.

#54. Outsource some audit activities for the Tax Commission. Response:
Major issues like guarantees of confidentiality of information would need
to be addressed before this suggestion could be implemented. This
includes complying with strict IRS confidentiality rules because many
audits involve use of data acquired from the IRS. This recommendation
would need alot of study and planning prior to implementation, and the
Revenue Committee is not convinced that it will actually reduce costs.
#58: Devote additional employees and resources to the Idaho State Tax
Commission. Response: This is Recommendation #2 from the Revenue
Committee.

4. Recommendations referred by the Public Safety, Transportation and Natural
Resources Committee.
The only recommendation that falls within the purview of the Revenue
Committee calls for biennial agency budgets, and the Revenue Committee
believes that annual budgets are preferable. All other recommendations
appear more appropriately assignable to the Government Organization and
Structure Committee.

Discussion/Rationale (Number the same as above).

Mike Mooney stated that he had worked with Randy Nelson to come up with a proposal
to increase Idaho’ s cigarette tax to the US median. Larry Jefferies asked if the
distribution formula would cause part of that increase to be diverted from the General
Fund. Mike Mooney answered that the draft recommendation and estimated revenues
were based on actual revenues to the General Fund. Mike Ferguson suggested that the
Committee consider changing the distribution formula and not increase the shares for the



non-General Fund participants. Dan John stated that cities and counties would not get
any increase in their distribution as a result of thistax increase. 100% of this cigarette tax
change would go to the State General Fund. Mike Mooney asked the Committee what its
position would be on this increase with 100% of it going to the State General Fund. Con
Paulos stated that cigarettes do more damage and need to have a greater increase than
beer and wine, and that the State needs to get the full amount from any increases. Mike
Mooney added that there is more room for increases in cigarette taxes than in beer and
wine taxes when compared to surrounding states. Dewey Hammond indicated that each
10 cent increase in the cigarette tax brings in $7.8 million. Doug Gross made a motion in
support of a recommendation for a cigarette tax increase with all of the increase going to
the State General Fund. Beer and Wine taxes were left unchanged. Randy Nelson stated
that this increase appears equitable.

The Committee discussed the Budget Shortfall Scenario worksheet for use in the

Committee's December 3 presentation of recommendations. The following is the final
Budget Shortfall Scenario worksheet:

@ ]DA]—]O Revenue Committee
Budget Shortfall Scenarios

Foacws on th 'F‘ululr-,

November 26, 2002

Budget Shortfall Variations
(In Millions of Dollars)

Recommendation | 1000 | 150 | (32000 |
1. |Estimated Tax Payment $80.0 $80.0 $80.0
2. |Additional Tax Personnel $7.2 $7.2 $7.2
3. |ITC Transferability -$8.0 -$8.0 -$8.0
4. Increase Cigarette Taxes $15.6 $15.6 $15.6
6. |Accounts Receivable Offset $0.2 $0.2 $0.2

Budget Reductions/Holdbacks/
Sales Tax Increase/Reduction in
Sales Tax Exemptions ($5.1) ($55.1) ($105.1)

Larry Jeffries asked whether property taxes should be included. Randy Nelson stated that
he was not sure if including property tax would help in the short term. Mike Mooney
added that property tax as a percentage of total taxes had increased over the past few
years. Larry Jeffries asked if any of the tax exemptions were tied to the Property tax.
Mike Ferguson replied that the State does not levy property taxes, and that he was not
aware of any linkage between property and sales taxes.



The Revenue Committee approved the Guiding Principles as shown below:

w >

Revenue Committee Guiding Principles

The State of Idaho should continue to budget annually.

Idaho’ s short and long term economic health relies on a business- friendly climate
that encourages job creation.

Idaho enjoys the highest possible credit rating giving us low cost flexibility for
financing alternatives. This advantage must be preserved.

Idaho is recognized for its well balanced tax structure. This advantage must be
preserved to achieve the long term goals of a strong business climate, the
retention and growth of current business, and the attraction of new jobs. Idaho
has historically provided loca property tax relief and absorbed public school
funding by shifting more and more of those costs to the state. Today's weaker
state income and sales taxes collections are resulting in state revenue shortfalls
while the property tax continues to grow status quo. Keeping Idaho's property,
income and sales tax system balanced will become a greater challenge, especially
if the economy remains weak and local property taxes continue climbing.

Idaho’ s economy is rapidly changing from a production to service base, and those
changes require athorough review of tax exemptions.

Idaho must adequately fund economic development in the State to be competitive
with neighboring States.

Business practices at the State level must involve a continuous improvement
system to ensure that inefficient or ineffective practices are discontinued or
corrected.

Education is akey element in Idaho’s economic devel opment focus.

The Idaho Legidature will benefit from the Moore Study now being completed
for the Idaho Tax Foundation, a sister organization of the Associated Taxpayers
of ldaho.

Idaho State government needs to do a better job of harnessing its most valuable
asset—State employees.

These guiding principles were used by the Revenue Committee to evaluate the approved
recommendations, and will also be used to evaluate any future recommendations.

The Committee then reviewed the recommendations referred from other Key Committees
of the 2020 Blue Ribbon Task Force. The results of that review are shown in the
Decisions/Recommendations section.

Mike Mooney ended the meeting with a short discussion of how he intends to report for
the Committee on December 3. He will use the Guiding Principles to lead into the
recommendations approved by the Revenue Committee and use the Budget Shortfall
Scenario worksheet to summarize the impact of the recommendations. Mike will also
have a list of discussion topics and potential longer term recommendations.



Questions/Requests for Information:
(Include responsible per son and completion date.)
None.

Assignments:

(Include responsible person and completion date.)

1. Randy Nelson and Mike Mooney will provide additional items for the Revenue
Committee's guiding principles.

2. Dewey Hammond will draft a recommendation on creating an Accounts
Receivable Offset program.

3. John McAllister will complete the Recommendations, Guiding Principles and the
Budget Shortfall Scenario worksheet and submit them for inclusion in the Task
Force report.

Next M eeting:
Not yet scheduled. The full Idaho 2020 Task Force meeting on December 3 is the
next event on the calendar.
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Revenue Committee
January 7, 2003

AGENDA

Presentation by Representative Trall

Review and Finalize Immediate Recommendations

(Available at http://www.idaho2020taskforce.org/revenue)

Discussion of Public Safety, Transportation, and Natural Resource
Committee Request for Beer and Wine Tax Increase to Fund Alcohol

Abuse Prevention and Treatment Programs

Discussion of Interim and Long-Term Recommendations

Next Meeting Dates, Times, and Locations

317 West Main Street
Boise, ldaho 8373t
208-332-3570, Ext. 320¢
208-334-6455 (fax)






Grovernor

INMRK KEMPTHORNE
Co-Chairs

CHUCK WINIDER

J. I}, WILLIAMS

MEMBERS

YVelma Bahe, Bonners Ferry
Dave Bivens, Mendian

Art Brown, Coeur d*Alene
Eelly Buckland, Boise

_I:n:'k Buell, 56 Mames

Ham Byrd, Boise

Speve Casey, Coeur d"Alene
Archie Clemins, Boise
Larry Cope, Buhl

Kara Craig, Bodse

Yvonne Ferrell, Boise
Millic Flandro, Pocatello
Rill Flory, Culdesac

Duane Grant, Rapert
Doug Grross, Wilder

Dr. Rich Hagood, Mampa
Debbie Hall, Twin Falls
Sweve Hanks, Boise

Gy Hurlbutt, Boise

Larry Jetiries, Boise

John Kee, Twin Falls

Chris King, Pocatello
Sherry Krulitz, Wallace
Mancy Larsen, Cocur d"Alene
Dharrell Manning, Boize
_Firn MeClure, Boise, MoCall
Mancy Mernll, Eagle

Don Mischell, Boise

Mike "-u1|:-|:-|:|':.'. Honse
Annene ;"-ILIl'I'iL‘-. Baise
Randy Melson, Bodse

Tom Michalson, Boise
Randy Maveson, Pocatello
Skip Oppenheimer, Boise

Con Paulas, Jerome

Mark Ricks, Rexbhuarg

Jack Riggs, Coeur d"Alene

_Ir:hn I{rﬁ"u_"r'_:.'I Hiase

Jim Shackelford, Boise

Louise Shadduck, Coeur d"Alene
[, H|-|:.' .'\'1:|'.\|'|_ Idaher Falls

Ray Smelek, Boise

Jushn Tippets, Soda Springs
Mancy Vazques, Boise

Judy Wioodie, Emmett

Darei Yarnngton, Boise

Focus on the Future

e idaho 2020t askforce s

Revenue Committee
M eeting Summary

M eeting Date— January 7, 2003
M eeting L ocation — Joe R. Williams Building, 5" Floor Controller’s Conference
Room

Attendance:

Committee Members— Larry Cope, Bill Flory, Doug Gross, Mike Mooney, Randy
Nelson, Tom Nicholson, Con Paulos, Mark Ricks

Committee Members Absent — Art Brown, Larry Jeffries

State Staff — Governor’'s Office: Megan Reinschmidt; DFM: Mike Ferguson, Maria
Barratt; Tax Commission: Dewey Hammond, Dan John; Department of Labor: John
McAllister, Rogelio Valdez; Department of Commerce: John Glerum

Others: Task Force Co-Chair: JD Williams, Legislature: Representative Tom Trail,
Representative Allen Andersen

Decisions/Recommendations:
1. Approved the following recommendation:

Increase sales tax rate by 1%, effective June 1, 2003, and sunset this increase 3 years
from the date of enactment. Distribution formula should be modified so that all
increased revenues accrue to the State’' s General Fund. Legislature should appoint an
interim committee to study all sales tax exemptions and untaxed services during this
three year period with the intent of lowering the overall salestax rate by broadening
the base against which the tax is applied. The State should continue to pursue
efficiencies in order to reduce expenditures. Motion made by Con Paulos and
seconded by Bill Flory. Recommendation approved unanimously.

317 West Main Street
Boise, Idaho 83735
208-332-3570, Ext. 3209
208-334-6455 (fax)



Discussion/Rationale (Number the same as above):

Representatives Trail and Anderson Presentation:

Proposal offered by Representatives Trail and Andersen is available at
http://www.idaho2020taskforce.org/revenuel/trail.pdf. Basically the proposal involves revoking specific income
tax credits and sales tax exemptions to cover the State' s projected deficit while also lowering the overall sales
tax rate.

First, Idahoans expect Governor and Legidature to be statesmen, and to provide adequate government
infrastructure for the future. Appropriations for education need to be adequate. No one wants to raise taxes.
However, more exemptions for specific groups mean higher taxes for everyone else. In order to keep rates low,
the State must spread the burden as broadly as possible. Sales tax exemptionstotaled 17 in 65. There are 72
exemptions now. This increase in exemptions makes the 5% sales tax rate necessary. Eliminate some
exemptions and the overall sales tax rate can be reduced. Projected State deficit for Fiscal Year 2004 is
probably over $200 million. New revenue sources or sharp cuts will be required. Exemptions need to be
reviewed periodically. The proposal calls for review every three years. The Proposal would accomplish the
following:

Reduce sales tax from 5 to 4%.

Remove some sales tax and income tax exemptions — $131 million total.

Impose quarterly estimated tax payments -- $80 million.

Increase cigarette tax and return half of the increase to millennium fund after two years.

Unless we adequately fund education, economic development efforts will be hampered.
Demards on the education system and on educators requires more resources for education.

Mooney: Why eliminate the Investment Tax Credit (ITC)?

Trail: ITCisnot large enough to make a significant difference for most businesses.

Paulos. | agree with lowering sales tax rate. Taxing trade-in on automobiles is double taxation, making it more
difficult for car buyers. Salestax on car repairs makes more sense. Tourists and others passing through Idaho
would contribute to tax revenues if repairs were taxed.

Trail: Would like the Legidlature to appoint an Interim Committee to study sales tax exemptions.

Flory: Hasanyone explored the elimination of exemptions with the increased revenues targeted to specific uses
such as education?

Trail/Andersen: Such an approach would be a possibility.

Ricks: Such targeting is very difficult for the Legidature to manage. He would not support such an effort.
Trail: Thethree year review of each exemption would ensure that each exemption actually benefits the State.
Glerum: The Investment Tax Credit, Broadband credit, and the Research and Development Credit are primary
attractions for business coming to Idaho. Why would we eliminate them?

Trail: Education quality is even more important than those credits for attracting business.

Glerum: We need to examine al the credits.

Trail: | agree.
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Trail: It could be understated. We need to calculate a reasonable cost.

Andersen: We are hoping to begin the dialogue on meeting the States financial challenges.

Trail: We want to start a debate to improve economic policies of the State.

Winder: Another committee is talking about making education more efficient. What is your opinion on that?
Trail: Decreasing Faculty/Student ratios will have a negative impact on quality of instruction.

Anderson: Across the board cuts has had a serious negative impact on universities. 1SU islikely to lose its
accreditation in its School of Engineering as aresult of cuts. Reductions should be more organized and not
across the board.

Trail: The University of Idaho has amassed scientific prowess that attracts grants — some $80 million. Recent
cuts have motivated some of the best people to leave as aresult of the uncertain environment at the university.
Anderson: Reduced funding for universities has an immediate negative impact on economic development. K-
12 faces federa challenges—no child left behind program. Traditional structure of K-12 needsto changein
order to accommodate greater demands including technology and technology support. Unfunded State and
Federal mandates make the local property tax impact greater. Consolidation of school districts is not popular

Ricks: By what amount would you increase cigarette taxes?

Trail: Our proposal increases cigarette taxes by $.50 per pack. After 2 years, 50% of the additional revenues
would go to the millennium fund.

Cope: Economic Development isimportant for this committee. 1daho’s economy has changed since sales tax
was created. Whatever change is made to sales tax is hopefully in tune with the current economy. School
district consolidation needs to be examined. We need to be careful in order to keep 1daho’ s economic
environment business-friendly. What happens with this proposal when the economy improves? How do we
resolve the immediate problem and what is the long term strategy?

Anderson: Proposal deals with short term problem and allows for along term plan. It provides a more
equitable process for the long term.

Cope: Can your proposal be adopted in this session?

Anderson: Yes

Trail: We hopeto get afair hearing, to get it introduced, to get a debate. Adoption isalong shot. We are
hoping for a compromise short term solution that supports education.

Mooney: Dewey, Are the numbersin the proposal reasonable.

Hammond: The numbers appear reasonable.

Mooney: Mike, do you have any input.

Ferguson: Thereisafair amount of uncertainty on revenues that would be raised by various changes.
Estimates need to be conservative.

Nicholson: The beneficiaries of each exemption are going to protest loudly. Recent cuts in higher education
budgets have had a very severe impact on the University of Idaho. We need to look at the sales tax to stop this
damage. We need to look at a sales tax increase. Explain it properly and put a sunset clause on the increase so
that it returns to 5% when the economy improves.

Paulos. We have never gotten atax increase rolled back.
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Nicholson: We did get one rolled back in the 80's. We need to increase the sales tax. Keep the increase as low
as possible with a sunset provision.

Trail: You have no objection to periodic reviews of exemptions.

Nicholson: No. Itisagood idea.

Paulos. $160 million shortfall is not that large. We would be better served with no dedicated funds, giving the
Legidature the power to allocate funds where necessary.

Ferguson: Definite limits on doing this—constitutional limits, federal funds, etc. This will not happen. There
are some possibilities, but not many. It will not be enough to cover the problem.

Mooney: We need agrowing economy. Renmoving incentives for investment is not a good idea

Trail: You have no objection to periodic reviews of exemptions.

Mooney: No.

Ricks: What does 1 penny of salestax raise”

John: It would raise $160 million with $20 million going to local government.

Trail: If the Federa government removes taxation of dividends, what would that cost the state?

Hammond: If dividends were completed exempted from taxation, it would cost the State $18 million.

Flory: We need to maintain as much conformity as possible with federal taxes. Each departure from federal
income tax definition, procedures, etc. adds a burden for business and for taxpayers generally.

Mooney: Review and finalizing of immediate recommendations by the Revenue Committee is already done.
What is the State’s current financial status?

Ferguson: We are experiencing a great deal of uncertainty in determining where the economy is going.
Revenue forecast in August resulted in the $160 million shortfall. January economic forecast indicates that the
forecasted deficit has worsened. Excess revenues have accrued since the beginning of the fiscal year, but
monitoring and comparison to historical patterns shows that the excess will not continue. There should be a
modest recovery in employment growth for the year. Recovery of revenues will likely take some time. Even
after that revenue recovery, funds need to be used to restore funds like building repair funds.

Hammond: Does this committee have any supplemental recommendations?

Cope: Recommendation could be to look toward an increase in sales tax with a sunset and return to 5% when
economy recovers while studying the sales tax and exemptions.

Gross: Should we look at income tax?

Ferguson: Income tax changes would not help with FY 2004, and that is the problem year. A salestax rate
increase will produce additional revenues much faster. Quarterly tax estimated payments is a short term
solution and can make long term problems worse because it just delays addressing the real problem for a year.
Paulos. We should recommend a 1% sales tax increase for the next 2 to 3 years and study and adjust the sales
tax structure during that period.

Ferguson: If you fed that we need a quick fix, it should be sunseted. Tie the quick fix to the long term
solution—put a sunset on al exemptions at five years or so down the road. Each exemption would then need
action by the Legidature to be reinstated.

Flory: Inany case we need to stop the brain drain and erosion of Idaho’s higher education.

Paulos. Motion to increase the sales tax by 1% with exemptions studied over the next three years. 1% increase
would be repealed at the end of three years. The motion seconded by Flory.

Nicholson: Isnot sureif 1% is enough.

Hammond: 1% would raise $160 million.

Ferguson: We would need to implement the increase June 1 in order to have afull yearsimpact in FY 2004.
Mooney: Tom, you think we need more?
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Nicholson: | favor a 1.25% increase instead of just 1%. How strong does the State want to be when thisis all
over? In order to come out of this recession strong, a 1.25% increase makes more sense. Coming out half
crippled is not something | would support.

Gross. Sdestax issoregressive. Shouldn’'t we look at the income tax.

Flory: Did not like the press coverage on the Committee's ITC recommendation. Making the increase 1.25%
might put more pressure on reviewing exemptions.

Nicholson: Amended motion to a 1.25% sales tax increase

Nelson: A sunset on this sales tax increase is important.

Paulos:. | oppose the 1.25% because using 1% keeps more pressure on Legislature to review tax structure.
They need to be short of funds or pressure will be off to do anything.

Cope: What isour total increase in revenues--$240 million?

Mooney: The total is $260 million. Are we recommending that exemptions go away at the end of 36 months?
Nelson: | have a problem with exemptions going away. There will be a higher tax burden if exemptions go
away. We need to watch surrounding States so that our taxes are not out of line with them. Salestax isa
regressive tax. What is the impact on economic development in 1daho?

Paulos. Legidature should form a committee to study exemptions over the next three years, not just eliminate
exemptions. We need to broaden the base. Motion — 1% increase for 36 months with all exemptions being
studied with the intention of lowering the overall rate of the sales tax by broadening the base against which the
tax is applied. Motion seconded by Flory.

Motion passed unanimoudly.

Flory: Need to craft language carefully on this recommendation.

AFTERNOON SESSION:

Mooney: Where do we go from here?

Flory: Work on intermediate recommendations by structuring further action on exemptions.

M ooney: How do we do that?

Gross: How do we gather information?

Flory: What will the Legislature do with this?

Ricks: We need to do what we need to do.

Williams: You can give the Legislature cover. Maybe it istime to look at specific taxes.

Ferguson: Look at creating a broad guideline or standard for looking at exemptions instead of just looking at
specific items.

Ricks: What isthe cost of the agricultural production exemption?

Ferguson: The exemption totals $58 million on equipment and another $44 million on supplies.

Nelson: There are lots of issues on specific treatment of items if the sales tax is expanded to services.

Of course property taxes will become an issue whenever tax structures are studied. The Legislature needs to
actually do the study or at least be part of the study.

Mooney: JD, where would you begin work on intermediate recommendations.

Williams: | would take alook at workforce development. | would develop guiding principles for application
to the State' s taxing structure. | would recommend periodic review—every five years—of all exemptiors, and
sunset each of them so that they must be reviewed and reinstated by the Legidative.

Mooney: We havetaked alot about all of these. What is the history of the sales tax?
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Ferguson: It was 3% prior to 81, and then raised to 4%, raised to 4.5%, and dropped to 4% between 1981 and
1983. It was then raised to 5% in 1983.

Cope: When you look at the sales tax today, is it not a wise move to broaden the tax base?

Ferguson: Moving to a services-based economy is probably the major economic trend today. Because of that,
the sales tax base needs to be altered because it was created in a time when the economy was much more goods-
based. Tax administration gets much more complicated when taxing services.

Paulos. What have car sales added in the last year?

Ferguson: Automobile sales have added $15 to $20 million to tax revenues in the last year.

Paulos: Salestax needs to be broad based.

Mooney: Isthe committee willing to tackle some of these issues?

Flory: Broaden the base and we should be able to lower the rate.

Nelson: Property tax is growing. Broadening the sales tax to lower rate will have to compete with demands for
property tax relief.

Ferguson: How isit that property taxes were not a major issue when ag equipment was exempted in 2000.
Nelson: Governor Batt had taken other steps to minimize property tax impact. We still have the school
building issue that may impact this.

Nicholson: Have State staff provided a broad outline?

Paulos. Ask tax commission and DFM to separately compile what the perfect tax scenario would look like.
Welfare should be in Labor not in the Department of Health and Welfare because it is more directly related to
workforce. Government Organization and Structure Committee needs to get going on reduced spending and
greater efficiency.

Ferguson: Take alook at the General Fund Revenue Book (Pages 62 & 63) for alisting of income and sales
tax exemptions. Which of these should be taxed and which should not. What would be your criteriafor that
determination.

Mooney: General strategy would seem agood idea. Stay out of the minutia.

Cope: Committee decisions on such a strategy would be more objective and less political.

Mooney: When do we meet next?

Nelson: | will have trouble meeting while the Legidature isin sesson.

Gross: Wedo not really have interim recommendations.

Nicholson: Can not do much unless the committee has adequate support from State staff who will be diverted
to Legidative support.

Flory: Interim recommendations — potential efficiencies are still there. Conceptual approach to the tax
structure would stimulate discussion in the Legislature and elsewhere. Many surrounding states have severe
financia problems when compared to Idaho. We need to take advantage of that circumstance to improve
growth in Idaho.

Mooney: Schedule a meeting in two weeks to go over exemptions in the General Fund Revenue book.
Williams: Usethe tax code to implement state policies. Example: provide atax incentive for business/families
to use the web. Build an Internet “yellow pages’ at someplace like Commerce to include the businesses that
used the tax incentive to build web sites. Provide incentives for families to invest in computers. Both of these
will reduce the cost of government by reducing the cost of dealing with non-Internet customers. Ask Tax
Commission/Dewey Hammond what such a credit/incentive might cost--$10 per month credit for afamily’s use
of the Internet and a similar but larger credit for businesses.

Mooney: | will work with Larry to propose a couple of future meeting dates.
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Revenue Committee
M eeting Summary

M eeting Date— April 3, 2003
M eeting L ocation — Conference Call & 4™ Floor Conference Room,
317 W Main, Boise

Attendance:
Committee M embers—, Mike Mooney, Randy Nelson, Con
Paulos, Mark Ricks, Bill Flory, Larry Cope,
Committee Members Absent — Art Brown, Tom Nicholson Doug
Gross, Larry Jeffries

State Staff — Governor’s Office: Megan Reinschmidt, DFM:
Mike Ferguson; Tax Commission: Dewey Hammond; Department
of Labor: Rogelio (Roy) Vadez

DecisionsyRecommendations:

Approved Revenue Committee Recommendation #8, which places a
sunset provision on all sales tax exemptions requiring legisative review
and action in order to be reinstated. Stagger the sunsets so that only 25%
of the exemptions sunset in any one year.

Please note that the Co-Chairs (Winder and Williams) requested to
start over with the numbering of the recommendations. For Friday’s
Full Task Force Committee meeting, thisiswill be the Revenue
Committee #1 | ntermediate Recommendation and the fir st seven will
bereferred to as the Preliminary Recommendations.

Discussion:
Mike Mooney opened the mesting.

Megan Reinschmidt from the Governor office informed the committee
that the House is formulating a task force to examine al of the states
317 West Main Street
Boise, ldaho 8373t
208-332-3570, Ext. 320¢
208-334-6455 (fax)



sales tax exemptions. In addition, the Governor has signed House Bill 92-
this legidation limits norteconomic damages or damages for "pain and
suffering,” or "emotional distress’ to $250,000.

Larry Cope stated that he felt positive of the committee’s low profile and
that the recommendations look good and current discussions appear to be
on track with the original committee recommendations.

Randy Nelson informed the committee that he had been contacted by
Speaker Newcombe's office to participate on a task force/committee to
look into the state tax exemptions. Randy also mentioned that the House
Tax and Revenue Committee has proposed a .5 percent sales tax increase,
increase the cigarette tax to $1.00, beer and wine tax increase to national
level, and quarterly income tax payment. Dewey added that a soda pop
tax might surface also. Mike Ferguson indicated whether this covered all
of the budget short falls and that the Governor doesn’t support one-time
revenue fix such as the quarterly tax payments.

Co-Chair Moorey called for a motion to move forward with
Recommendation #8 to present to the full task force on Friday. Bill Flory
made the motion. Con Paulos seconded. Motion passed.

There was additional discussion from Larry Cope on mending revenue
problems on a selective basis, concerned with using a series of band-aid
such as applying taxes to certain products, and that tax structure should be
broad based.

Mike, Con and Randy aso shared with this concern. Mike reminded the
committee of Guiding Principle D. which states:

“ldaho is recognized for its well balanced tax structure. This advantage
must be preserved to achieve the long-term goals of a strong business
climate, the retention and growth of current business, and the attraction of
new jobs. Idaho has historically provided local property tax relief and
absorbed public school funding by shifting more and more of those costs
to the state. Today's weaker state income and sales taxes collections are
resulting in state revenue shortfalls while the property tax continues to
grow status quo. Keeping Idaho's property, income and sales tax system
balanced will become a greater challenge, especially if the economy
remains weak and local property taxes continue climbing.”

Mike concluded the meeting by advising the committee of the agenda and
that there is not time schedules for sub-committees to meet.



Questions/Requests for Information:
(Include responsible per son and completion date.)
None.

Assignments:
(Include responsible person and completion date.)

1. Dewey Hammond will provide Bill Flory some materials relative
to the Tax Commission.

Next M eeting:

Friday, April 4, 2003 with the full 1daho 2020 Task Force meeting
at the JR. Williams Bldg, 700 W. State St., Boise, ID.
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Governors Task Force
Revenue Committee
May 27, 2003, Conference Call

AGENDA

Reiterate guiding principles.
Consolidate taxing districts.

Department of Commerce priorities:

a. Complete an objective SWOT (Strengths, Weaknesses,
Opportunities, Threats) review of the department.
Retain current businessin state.

Expand current businessesin this footprint.

Attract new business.

Deter mine and provide competitive funding levels.
International marketing focus.

Leverage HUD funds.

Q@ rooooT

Tax structure-balanced for thefuture:
a. Reemphasison collection of salestaxeson interstate sales.

Tourism SWOT on the department:
a. Focuson improving already excellent state revenue sour ce.

317 West Main Street
Boise, ldaho 8373t
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Revenue Committee
Meeting Summary

M eeting Date— May 27, 2003
M eeting L ocation — Conference Call & 4™ Floor Conference
Room, 317 W Main, Boise

Attendance:
Committee Members— Larry Cope, Mike Mooney, Randy
Nelson, Con Paulos, Mark Ricks, Bill Flory, Art Brown, Doug
Gross,
Committee Members Absent — Tom Nicholson, Larry Jeffries

State Staff — Governor’s Office: Megan Reinschmidt, DFM:
Mike Ferguson and Maria Barrett; Tax Commission: Dewey
Hammond and Dan Johns; Commerce Dept: Karl Tueller and
Carl Wilgus; Department of Labor: John McAllister, Roger
Madsen, and Rogelio (Roy) Valdez.

Discussion:

Larry Cope and Mike Mooney, committee Co-Chairs opened the
meeting @ 9:04 am

Mike Mooney requested to add to the agenda an update on Idaho’s
economic situation from DFM

Mike Ferguson — DFM recently published a new economic forecast.

In early December we had a negative .3% non-farm employment
growth rate which we adjusted in mid February to negative .7. In late
2002 there seemed to be an upward trend in employment. In thefirst 3
months of 2003 the trend is going downward (new lows in terms of
employment) with the Micron layoffs, Jabil closing and Zilog closure
all contributing.

317 West Main Street
Boise, Idaho 8373t
208-332-3570, Ext. 320¢
208-334-6455 (fax)



In regards to the revenue situation, Mike reported that the individual income tax collections
for the month of April were very disappointing. April was down $21 million from estimates,
creating a $38 million shortfall. He anticipates that the months of May and June may break
even with forecasts, but that August will probably be down by alarge amount. Fiscal Year
2004 is “fiscally ugly”.

The federal tax cuts should help but there is tremendous uncertainty concerning the amounts
to be provided to the state ($50-$85 million) and how the funds can be used.

Larry Cope asked about the impact of the weakening dollar.

Mike Ferguson indicated that this may hold inflation at bay and help in terms of global
markets finding American goods more attractively priced. The weaker dollar should thus be
a good thing for the American economy.

Randy Nelson asked when would Idaho see the $85 million resulting from the federal tax
cuts. Would we get it prior to the end of the fiscal year? Mike Ferguson answered that it
would run consistent with the federal fiscal year. We would likely get the funds before
October 1, but not before July 1.

Con Paulos: How many unemployed people will comprise a 1% increase in the Ul rate?

Bill Flory: Are salestax revenues keeping up with forecasts? Revenue stream — sales strong
this fiscal year ......

Mike Ferguson: Salestax revenues are strong. May revenues will be seen in early June.

The increase in the sales tax does not seem to have slowed sales. Corporate income taxes are
also fairly strong.

Bill Flory: What about more one-time funds such as the tobacco account, permanent
building fund, etc. Are there any possibilities to draw more from these?

Mike Ferguson: All specia accounts are depleted. The States only alternative isto stop
making payments. We are “bone dry” and may not even be able to make required school
transfers. Bob Huntley has threatened to sue the state to bring in money to school districts
this year.

The projected budget shortfall by this fiscal year using April numbersis $38 million. Since
the legidature removed an additional $6.5 million in expenditures, you are looking at about a
$32 million shortfall. The Stateislooking at a net $25 million cash problem, assuming no
further worsening of the economy.

Bill Flory: Does this include the 2% General Fund reversion from the Universities?
Maria— all agencies have been asked to provide reversion plans to help with the $9 million
shortfall. Mike Ferguson: We will see on June 20" when payments are due.

Mike Mooney: Presentation by Karl Tueller, Deputy Director, Department of Commerce.



Karl: New Director Lamoyne Hyde, a successful businessman from Idaho Falls.
Department of Commerce has 4 major divisions:

1. Travel Council —8 member council with dedicated annual funding of $5 million.

2. Economic Development — Focused on job retention, business re-location, and job
creation. Includes the Idaho Business Committee?

3. Community Development — Federa grant of $ 10 million per year and Rura
Development State funding of $3 million per year. Also includes the Idaho Rural
Partnership which includes state and federal officials and representatives from the
tribes and business.

4. International Division — Focused on improving trade with Mexico, Canada, and Asia

Other Department of Commerce emphasis includes science and technology.

Commerce has approximately 54 staff, and, although they do not have regional offices,
utilizes partnerships with individual and organizations around the state to be well connected
to and well informed on economic activities throughout the state.

The Department of Commerce has a miniscule marketing program — less than $200,000
annual budget — yet has been effective marketing Idaho. It operates with a Strategic plan,
has established business: like performance measures and did a statewide survey to gather
input on potential updates to its strategic plan. The results of that survey will be forwarded to
members of the Revenue Committee.

We aso have 5 different advisory councils

1) Business

2) IRP

3) International

4) Science & Technology (hasn’t met in some time)
5) Travel council

Larry Cope: Does Commerce have any or considered alternative revenue measures for the
committee to consider?

Commerce currently gets funding from the following sources:

I[EDA — Idaho Economic Development Association, aggregates funds from a number of
organizations to get more mileage on marketing plans.

IDOL — Out-of-state marketing program — convinced Buck Knives to move to Idaho.
INEEL — $1.3 million per year in economic development. (This may not be available in the
future due to the federal re-bid of the INEEL contract.)

Con Paulos. Out of the $6.2 million State funding at Commerce, how much is passed
through?

Karl Tueller: Most of that funding is for administration of the Department. $3 million of the
total is for the rura component and is passed through to local governments.



Mike Mooney: If we aretrying to look at 2020 to attract jobs for 1daho, where should we be
investing?

Karl Tueller: Invest in the following:

1) Reingtitute those investments in rural areas which have recently been reduced.

2) Invest in science and technology planning and infrastructure. Look at economy and
what’ s going to contribute to economic development. Science and technology has great
potential for Idaho. About $300,000 is needed in this area.

3) Devote additional funds to marketing and branding of 1daho. Thiswould enable
Commerce to do more advertising in places like California with its increasingly hostile
business climate, and to hire professional public relations firms that to guide and promote
Idaho marketing efforts.

Job Retention, business expansion, and job creation have been guiding principles for the
Department of Commerce.

Balanced Tax Structure: When comparing Idaho with surrounding stetes, we have a very
balanced and predictable tax structure. We are fairly competitive. Corporate taxes may be a
higher on average in Idaho, but not by much. Commerce has no overriding recommendations
on taxing structure, although creating enterprise zones in the state to help depressed areas has
been mentioned often. For the Department of Commerce the

General Fund is probably the best source of funding.

Carl Wilgus: Oregon uses lottery revenues for economic development. In Idaho lotter
revenues are dedicated to education.

Karl Tudler: We hesitate to add atax to business for economic development. Not much
thought has gone into creating other funding sources for the Department of Commerce.

Larry Cope: What funding do other states use for economic development.
Karl Tueller: Some use mineral retraction incentives, special business taxes, etc.

Carl Wilgus: Tourism is the #3 industry in Idaho, following manufacturing and agriculture.
We have a 2% hotel, motel and campground tax. Idaho’s population is about

1.3 million people and we get about 21 million visitors that generate about $167 million in
tax revenues each year.

About $5 million is generated from the 2% tax -- put heads in beds. Outdoor recreation is
spread over all seasons so there is good diversity. There is some weakness in that we can not
communicate in a format specific to each group e.g. golfers, hunters, fishermen.

We have gained efficiencies in marketing tourism through the Internet ads. 2/3 of land in
Idaho is public — federal land management is critical to tourism because many of the places
visited by tourists are public lands.



Examples: National Parks— Y ellowstone policy on snowmobile use elimination would have
been devastating economically to that area. Another example was the state land board &
Legidature facilitating the development of the Tamarack Resort by extending a land lease to
49 years. Job creation potential for tourism and recreation in Valley County as aresult of the
Tamarack project will be substantial

We are aways trying to grow and expand our revenue stream. When | started in 1987
severa surrounding states were spending $3 million per year on marketing. ldaho was
spending less than 2 million. 1daho now spends $5 million per year while many of those
surrounding states like Oregon are still expending $3 million per year. Idaho does a superb
job marketing tourism. Present tax rate is 2% + 6% salestax. Some resort communities have
an additional 4% tax.

Larry Cope: Has there been any discussion to use revenues form the hotel/motel tax on
economic development rather than tourism?

Carl Wilgus: Very little or no discussion — 45% of these funds go to grants to local areas
who would probably not be happy with a diversion to economic development.

Larry Cope: How about increasing the 2% and using the increase for economic
development?

Karl Tudler: A tax isatax! Our room tax is higher than most
Art Brown: How much do we spend?

Karl Tueller: Of the $5 million, 45% goes back to communities in grants. For example
$200,000 went to the Coeur d’ Alene tourism bureau.

Con Paulos: What other areas could be impacted by an increase or broadening of the tax?
Karl Tueller: Food and Beverage, and car rentals would be major categories. 1-2 states have
done a good job in broadening the base but doing so affects more constituent groups and
makes it difficult.

Mike Mooney: How about the consolidating taxing districts issue?

Randy Nelson: There should probably be some potential for savings but not sure how much.

Mark Ricks: What about combining school districts?

Randy Nelson: You still need the buildings and teaching staff, which is where most of the
costs are.

Con Paulos: Will there be any savings in the treasure valley through school consolidation?



Randy Nelson: Twin Falls County has 11 school districts.

Larry Cope: Isthis an Education Committee recommendation?

John McAllister: The Education Committee discussed consolidating administrative functions
such as information technology.

Con Paulos: This needs to be addressed by the Task Force and will not be easy.

Art Brown: We need to provide some leadership on thisissue. We need to find achampion
on thisissue.

Mark Ricks: | am not sure, but | heard that some school districts have less than 50 students?
Bill Flory: Itistime to recommend that local taxing districts find efficiencies. Thereisjust
not enough revenues to maintain the status quo. Those that find efficiencies can help lead the

charge.

Art Brown: For example in 1982 Coeur d’ Alene had 3 school districts and 10,000 miners.
Today there till 3 districts but less than 1,000 miners.

Bill Flory: Education committee recommendation that Lewis State go to 2-year college.
Created alot of controversy, but is the kind of efficiencies that need review.

Larry Cope: Authorization to form servicing agency was Recommendation #2 from the
Education Committee.

Con Paulos: Maybe it is arecommendation and warning at the same time. If we continue
the status quo, legidlators eventually have no choice but to dictate based on budget
congtraints.

Bill Flory: Stay local and viable rather than mandate merge, change structures, etc. We
would be remiss if we don’t support some consolidation.

Mark Ricks. Concerned with Education Committee recommendation on starting salary--
$35,000 for teachers, a 40% increase. In addition, the need to increase pay for existing
teachers to maintain equity will cost alot. McCall and Cascade consolidated their districts
and apparently saved alot.

Con Paulos. Are we proposing a recommendatior?

Larry Cope: The committee recommends that local taxing districts need to find efficiencies.

Randy Nelson: Will draft aresolution on taxing districts consolidation and other efficiencies



Bill Flory: Revenueis limited and basic services need to be continued. Basic servicesare
critical as is maintenance of local control. Administration is not critical.

Mike Mooney: Final resolutions are due June 19" for the June 24" Task Force meeting in
Boise. We should have 1 more meeting to discuss Commerce. Do we need a
recommendation on maintaining a balanced tax structure?

Randy Nelson: Someone needs to ook at the sales tax exemptions. Sales tax on services
needs to be studied and probably enacted.

Mike Ferguson: Twenty years ago goods represented 60% of potential sales tax revenue.
Today Service represents 60%, a complete reversal in afairly short time span.

Con Paulos: The State needs to look at services for potentia tax revenues.
Randy Nelson: Other states are looking at taxing services.

Mike Ferguson: During last session, legislators recognized the need to do sales tax
broadening while potentially lowering the overal rate. Thereisagreat deal of interest in
pursuing that. 1t seemsto me for this to be successful there needs to be an effort to merge the
business representation on this committee with the legidature to bring the real experience
into the debate.

Bill Flory: Con, Art, and | are examples, since we're exemptions. Are these exemptions
really needed? The legidature has a great opportunity to broaden the sales tax base and
lower therate. | think the public and professional community would have a hard time
arguing against that.

Con Paulos: what iswell balance?

Randy Nelson: 3-legged stool — Sales, Income and Property taxes.

Art Brown: Do we know what share each leg provided 10 years ago and today?

Randy Nelson volunteer to email that information to Committee members.

Con Paulos. Should 60% be based on sales tax and the other 40% spilt with property and
income taxes? Property assessments are arbitrary. Amalgamated sugar factory is going to
court to protest their assessment. Assessments are become a more and more complicated

area.

Bill Flory: What would exempting food and medicines cost. | think we need to establish
criteriaand look at each exemption in light of the criteria

Randy Nelson: Production exemption will probably not change, but exemptions on services
could change.



Con Paulos: We are missing a great opportunity by not marketing more. We have a great
story to tell and a $200,000 marketing budget is just not adequate. Georgia Smith in
Commerce does a very effective job, but it needs to be out there continuoudly, like the Dell
story in Twin Falls.

Questions/Requests for Infor mation:

How much does 1% of unemployment mean in terms of number of layoffs? (IDOL)

Looking at the State's Total Civilian Labor Force of 693,800 for the month of April
(most recent total and holding that figure constant) and the 5.8% unemployment rate
for that month (which represents approximately 39,200 unemployed individuals) an
additional 1% or 6.8% unemployment rate would represent an additional 6,938
unemployed individuals.

Assignments:

1. Karl Tueller will provide a copy of their survey to IDOL (John) to distributefor
the committee.

2. Carl Wilgus from Tourism will do a compar ative analysis of western states on
motel/hotel taxes, tourism taxes, etc.

3. Randy Nelson will work with Bill Flory, and the tax commission to draft a
resolution on consolidating taxing districts and other efficiencies.

4. Get Commerce more finding? Larry and Mike will work on thisresolution.
5. Randy Nelson and Bill Flory will draft a resolution on balanced tax structure.

6. Randy Nelson will provide an analysis of what share each leg of the tax structure
(property, sales, and income tax) provided 10 years ago and today.

Next M eeting:

Thursday, June 12, 2003 from 9:00 am — 10:30 am. The full Idaho 2020 Task Force
meeting scheduled for June 24, 2003 is the next event on the calendar. Committee
recommendations need to be submitted to Dwight Johnson by June 19. Mike discussed that
the goal isto try to wrap up the sub-committee’ s and full 2020 Committee’ s work by June 24
and make final recommendations to the Governor.
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Revenue Committee
Meeting Summary

M eeting Date— June 12, 2003
M eeting L ocation — Conference Call & 4™ Floor Conference
Room, 317 W Main, Boise

Attendance:
Committee Members— Larry Cope, Bill Flory, Doug Gross,
Randy Nelson, Tom Nicholson, Con Paulos, Mark Ricks.
Committee Members Absent — Art Brown, Larry Jeffries,
Mike Mooney.
State Staff — Governor’s Office: Megan Reinschmidt; DFM:
Mike Ferguson; Tax Commission: Dewey Hammond;
Department of Labor: John McAllister, Rogelio Vadez.

DecisionsyRecommendations:

1. Approved recommendation number 9 to consolidate at least a
portion of the 1159 taxing districts in Idaho in order to increase
efficiency and save money.

2. Approved recommendation number 10 to preserve a balanced
tax structure in Idaho.

3. Approved recommendation number 11 to use one third of the
hotel/motel tax for marketing of Idaho and for economic
development efforts at the Idaho Department of Commerce.

Discussion/Rationale:

No comments were made on the Department of Commerce strategic
plan survey, and the state comparative data ontourist promotional
expenditures was not received from Carl Wilgus.

317 West Main Street
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Larry Cope: We need to make additional resources available to the Idaho Department of
Commerce so that we can become more competitive with surrounding states. Bordering
states spend more on marketing that does Idaho. Somehow there needs to be some dedicated
funds for the Department of Commerce to avoid funding cuts during economic hard times—
the exact time when marketing should be increased rot decreased. The question is how we
doit. Taking the 30% of the hotel/motel tax which is attributable to business travel is one
suggestion.

Tom Nicholson: We need to look at this serioudly.

Con Paulos. Taking athird of the hotel/motel tax for ecoromic development is probably too
low because in al likelihood business travel generates more than athird of the tax. However,
it will not raise alot of money—approximately $1.5 million.

Larry Cope: The state contribution to Commerce is small. Much of Commerce spending is
from federal funds and other sources.

Con Paulos. Total actual budget is $3.2 million. Commerce is avery small Department.
Bill Flory: Where would the resistance to this move come from?

Con Paulos: Tourism industries—hotels, restaurants, etc. However, | do think they could be
sold on the idea of diverting athird of the tax for economic development.

Larry Cope: Carl Wilgus told us in our last meeting that 30% of the hotel/motel tax was
attributable to business travel and 70% was attributable to tourism. Since business travel is
generating that revenue, why not spend a proportionate amount of the tax on economic
development. That seems justified.

Con Paulos. Anything you do will be opposed by someone, but this one could be defended.
Business people who pay the hotel/motel tax should be educated on the need for this.

Bill Flory: With the Lewis and Clark bicentennial, we should have some additional income
to start this off without impacting tourism too greatly.

Larry Cope: Does the committee wish to make a motion for a recommendation?

Committee members all voiced support. John McAllister will draft the recommendation and
distribute it to Mike and Larry first and then to all committee members for review. Anyone
not supporting the recommendation will need to so indicate by email.

Draft recommendation number 9 was then discussed. This recommendation is for the state to

consolidate some of the 1159 taxing units currently in existence. This recommendation was
drafted by Randy Nelson.



Randy Nelson: This recommendation was intended to document the fact that 1daho has a lot
of taxing districts—much more than the national average. The worksheet which came with
the draft recommendation contains the numbers to support that statement. 1dahoans like lots
of small governments, but some of these just seem excessive. Some may be aresult of
geography; some resulted from limitations on taxation; some because of coordination
problems, etc. Areall of these taxing units really necessary?

Con Paulos: Moved to accept the recommendation as drafted.
Mark Ricks: Seconded the motion.
The motion was approved unanimoudly.

Draft recommendation number 10 was then discussed. This recommendation is for the state
to maintain a balanced tax structure. This recommendation was drafted by John McAllister.

Dewey Hammond: Suggested the following be added to the recommendation:

Furthermore, the stability of the corporate income tax also depends on how the inter state
apportionment of taxpayers businessincomeis calculated. Reliance on a broad based
formula that is based on the taxpayers property, payroll, and salesisless volatile than a
formula that either over-weights or relies on only one of these factors, such as sales. Idaho
currently uses this broad based formula and should continue to do so.

Larry Cope: John will incorporate Dewey’ s comments into the recommendation and
distribute it to everyone.

Con Paulos: | think we should add a statement about taxes being efficient and not get hung
up on whether or not they are above or below national averages.

Randy Nelson: We could just remove the language about miscellaneous taxes being
proportional to national averages.

Larry Cope: Let’s replace the language with Con’s comments. We want Idaho’ s tax
structure to be fair and equitable and to encourage doing business in Idaho.

Randy Nelson: Made a motion to approve the modified draft recommendation.

Con Paulos: Seconded the motion.

The recommendation was approved unanimously.

Bill Flory: | was recently interviewed on taxing districts. | believe there are efficiencies to

be gained in education and the administration of education. Education should not be exempt
from efficiency scrutiny. Recent large property valuation reduction for businesses will force



some of these efficiencies—Micron, Sugar Factory in the Magic Valley, and Potlatch are
some of the larger examples. This shifting of tax burdens will cause alot of heartburn.

Larry Cope: Vaues today are not what they were tenyears ago in alot of industries. Taxing
districts need to accommodate this decline in value.

Paulos: We have entered a period | call the “New Normal”. Growth in things like business
investment is greatly reduced from what it was in the mid-1990's. Everything will be slower
as people react to the pain of the early 2000's. Government needs to be sensitive to this. The
next decade will require adjustments from government to accommodate this new
environment. Times have changed. Business will not be generating the kind of profitsit did
in the 1990's.

Bill Flory: Randy, what is the precedent for these valuation reductions?
Randy Nelson: This has certainly become more predominant recently, but it has happened
before. The poor economy has caused a lot of it as equipment becomes obsol ete faster due to

competitive pressures.

Doug Gross. The potato industry will see similar valuation reductions as a result of food
processing moving out-of-state.

Bill Flory: Local taxing districts often have alot of money in checking accounts, and do not
think their budgets can be cut. Some seem to have their head buried in the sand.

Tom Nicholson: Mike Ferguson, what do current numbers show?

Mike Ferguson: May data showed a nice bounce up. Both individual and corporate income
taxes were ahead as was the sales tax. June revenues should meet projects, and are unlikely
to exceed projections.

Tom Nicholson: The worst is behind us then?

Mike Ferguson: No. Thereismore pain ahead of us. The rate of job growth has been flat in
2003, and the projected 1% increase in 2004 is suspect. There have been some signs of
improvement, but the pictureis still mixed. The federal economic stimulus money provided
to each of the states will be helpful.

Tom Nicholson: The stock market seems to indicate that something positive is happening. It
often predicts improvements 6 months in advance.

Mike Ferguson: Unemployment and industrial production still show no improvement.

Mike Flory: What is the Governor’s plan for the $85 million in federal economic stimulus
money that 1daho will receive?



Mike Ferguson: $35 million must be spent on Medicaid. The remaining $50 million must be
spent on essential public services. It thus cannot be held in reserve. The plan is to keep close
tabs on revenue streams and do whatever is necessary to balance the 2003 budget. After we
manage to balance 2003, we will reexamine the prospects for Fiscal Year 2004. Spending
the $50 million on essential public services should not be a problem

Randy Nelson: | heard that $20 million of the $50 million had to be allocated to local
governments. Isthat correct?

Mike Ferguson: | do not know anything about that.

Larry Cope:  The recommendations must be finalized and given to Dwight Johnson for the
full Task Force by June 19. We will be sending the recommendations around by email. If
you have comments, additions, or changes, please reply promptly to the emails. The absence
of email responses will be interpreted as approvals. Thefirst half day of the full Task Force
meeting on June 24 will be devoted to Key Committee meetings. We can address additional
issues at that time, if necessary.

Meeting adjourned.

Questions/Requests for Information:
(Include responsible person and completion date.)
None.

Assignments:

(Include responsible person and completion date.)
1. None.

Next M eeting:
The full 1daho 2020 Task Force meeting on June 24, 2003 is the next event on the
calendar.
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HEALTH AND HUMAN SERVICES COMMITTEE
PRELIMINARY RECOMMENDATIONS

HHS PRELIMINARY RECOMMENDATION # 1

That the Department of Health & Welfare's (DHW) continue implementation of its
"strategic workplan” to consolidate like functions, standardize business systems, and
realign resources.

This workplan includes the following goals:

Improve health status;

Strengthen individuals, families, and communities;
Integrate health and human services,

Apply learning organization skills; and,

Align structures, people, and technology.

g wbdhpE

Basisfor recommendation:

1. Thiswork plan will:
a Increase efficiency in DHW operations.
b. Establish DHW priorities consistent with the most significant problem

areas.

c. Integrate state agencies across the continuum of services.
d. Integrate DHW efforts with community partners.

2. Discussions with DHW dtaff thus far have provided confidence in the

Department's ability to manage scarce resources with integrity.

Advantages:
This work plan:

1. Leveragesfederal dollars to the best benefit of the State.

2. Addresses opportunities to avoid unnecessary costs.

3. Looksto the future with effective business strategies.
Disadvantages:
Budget | mpact:
Anticipated cost avoidance from realignment and consolidation efforts in Fiscal Year
(FY) 2003 is $4,400,000, of which $2,000,000 are General Funds.
Risks:
Obstacles:
Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle:
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HHS PRELIMINARY RECOMMENDATION #2
That DHW continue implementation and further development of integrated data
processing systems.

Basisfor recommendation:
This workplan will integrate information generated by 15 software systems into a data
warehouse.

Advantages:

1. These integrated systems will provide an essential tool to effectively manage
utilization of resources through the continuum of various programs.

2. Accessto datawill improve patient care, both from quality and cost perspectives.

3. These integrated systems will provide the foundation to allow for competitive
development of effective claims payment systems.

4. This strategy leverages federal dollars to the best possible advantage - 10% state
and 90% federal.

Disadvantages:

Budget | mpact:

Existing funding will cover costs in FY2003 and FY2004. Tota cost in those years is
$450,000, of which $50,000 are General Funds.

Risks:

The complexity and scope of the project could exceed available resources and
expectations.

Obstacles:

Alternatives:

An aternative to the development of DHW integrated data processing systems would be
to continue to outsource many electronic data processing systems.

Minority Opinion(s):

Possible Implementation Vehicle:
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HHS PRELIMINARY RECOMMENDATION # 3

That DHW establish the value of outstanding cost report settlements (the amounts
overpaid to hospitals) due from acute care hospitals, collect overpayments, and ensure
correct interim reilmbursement rates are put into effect.

Basisfor recommendation:
1. The State has working capital tied up in receivables for Medicaid settlements;
collection of these receivables would generate revenue for the State.
2. As interim payment rates are based on a percentage of charges, they need to be
evauated on atimely basis to ensure accuracy.

Advantages:
1. The collection of existing receivables would provide a one-time cash infusion to
the State.
2.
a The State will be paying an amount consistent with estimated cost
Settlement.
b. A prospective pricing system creates an easier planning platform for DHW.

Disadvantages.
1. Hospitals may resist this proposal.
2. Hospitals that have been overpaid may not have the money to repay what they
owe.

Budget | mpact:

The current interim rates unnecessarily inflate the Medicaid appropriation by about
$1,800,000 in state funds annually. In effect, hospitals are overpaid each year by a total
of $1,800,000. That amount is recouped through a settlement process that takes as long
as three years to complete. Setting interim rates closer to historic settlements would
result in a smaller appropriation.

Risks:

Obstacles:

The State is dependent upon Medicare to compl ete cost reports in order for DHW to have
access to current data upon which to base settlements.

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Rule change; State Plan Amendment



IDAHO

Foous on {ht I._'utulq:
alfirnes

HHS PRELIMINARY RECOMMENDATION # 4

That DHW, with input from stakeholders, evaluate the appropriateness of affiliation fees
paid to residential habilitation agencies serving certified family homes that deliver
services to persons with developmental disabilities. The Committee further recommends
that another quality asurance approach be implemented if DHW determines that the
provision of contracted services by these agencies is not the most effective mechanism
for assuring quality in the delivery of services to developmentally disabled individuals in
certified family homes.

Basisfor recommendation:

Residentia habilitation agencies are paid to develop training plans for individuals with
developmenta disabilities residing in certified family homes, to oversee the delivery of
this training, and to assist the providers of these services. The value of the services
provided by these residential habilitation agencies is difficult to ascertain and appears to
duplicate other services aready being provided.

Advantages:

A re-examination of the function of these agencies may eliminate costs that yield
minimal benefit.

Disadvantages.

Budget | mpact:

The Department’s 3.5% holdback plan includes a 50% reduction in this fee. The savings
from that step is $2,000,000, of which $600,000 are General Funds.

Risks:

Obstacles:
Providers who advocate for their delivery system are likely to resist change.

Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle:
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HHS PRELIMINARY RECOMMENDATION # 5
That minors (youth under the age of 18) be required to wear safety restraints in private
moving vehicles.

Basisfor recommendation:
Currently, only children through age 4 are required to wear these restraints.

Advantages:
This requirement will save lives, morbidity, and money.

Disadvantages:
Budget | mpact:
Risks:

Obstacles:
This will require legidative action.

Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle: State Legislation
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HHS PRELIMINARY RECOMMENDATION # 6
That Public Health Districts be required to place a higher priority on the provision of
immunizations to children.

Basisfor recommendation:
1. ldaho has not reached the established goal of a 90% immunization rate for two-
year-olds.
2. Immunizations are a primary and fundamental responsibility of Public Health
Didtricts.
3. The hours and locations for providing immunizations by the Public Health
Didtricts are too limited.

Advantages:
Increasing immunization rates protects public health and minimizes morbidity.

Disadvantages:
Additional staff could be required.

Budget | mpact:
Unknown.

Risks:

Obstacles:
Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle: State Legislation
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HHS PRELIMINARY RECOMMENDATION #7

That DHW ensure that systems are in place that allow the State to enroll the maximum
number of eligible Medicaid beneficiaries and Primary Care Providers in the Healthy
Connections program, bringing participation as close to 100% as possible.

Basisfor recommendation:

1.

The Healthy Connections program establishes a system that attaches beneficiaries
to aPrimary Care Provider. This provider is placed in a better position to manage
utilization of health care resources.

The program has been well received by both Primary Care Providers and
beneficiaries.

Data has shown that enrollees in the Healthy Connections program have been
more efficient in the utilization of health care resources. It is estimated that a
Healthy Connections beneficiary consumes approximately $31 per month less
than a non-Healthy Connections beneficiary.

Statewide implementation is not possible without system changes that ensure an
adequate provider base that offers appropriate access to care.

Advantages:

1

2.

If the Healthy Connections program is expanded, costs will be more easly
controlled.

Patient care would be improved. Without Primary Care Providers managing
client care, emergency room utilization is more difficult to control, coordination
of services is more challenging, and disease management tools are more difficult
to implement.

In FY2001, Headthy Connections enrollments resulted in $12,800,000 in cost
avoidance with a total enrollment of 32,000 clients. The cost avoidance for each
enrollee is approximately $31.38 per month. At the end of FY 2002, ailmost 40%
of total Medicaid clients (58,000) were enrolled. Medicaid projects that 68% of
itstotal Medicaid population will be enrolled as of June 30, 2003.

Disadvantages.

1

2.

Some beneficiaries may perceive that their access to specialists is reduced and
that they have less choice in the health care they receive.
Some providers distrust managed care.

Budget | mpact:

1.

DHW has set a goal of 68% client enrollment in Healthy Connections by June 30,
2003. At that level of participation, Medicaid will avoid an estimated
$36,700,000 in provider payments. Increasing enrollment to 85% would bring
annua cost avoidance to $45,800,000. At 100% enrollment of those eligible for
the program, cost avoidance would reach $53,000,000.

Increasing enrollment beyond 68% will require seven additional staff and reduce
cost avoidance by $525,000.



Risks:

Obstacles:

1

Healthy Connections cannot be mandated without sufficient provider
participation. In some regions, it is difficult to incentivize providers when there is
a sufficient private payer market and providers do not need to accept Medicaid
clients. (Commercial insurance products reimburse significantly higher than
Medicaid.)
There are some limits to mandatory enrollment.
Clients cannot be mandatory enrollees if:

a  they must travel more than 30 miles or 30 minutes to the nearest
Healthy Connections provider;
they have an eligibility period of less than 3 months,
they have an digibility that is ONLY retroactive;
Medicare is the primary payer;
they are in alock-in program; or,
they are residing in a nursing home or intermediate care facility.
There may be some difficulty in establishing reimbursement systems that attract
the required number of Primary Care Providers to ensure beneficiaries have
appropriate access to care.
Federal mandates require 24-hour call services and therefore exclude urgent care
centers from participating in the program.
Federal regulations (EMTALA) allow patient access to emergency room settings
irrespective of medical conditions.

00T

Alternatives:
1. Allow patients to continue to utilize the emergency room as their medical home.

2.

In counties where there are not enough providers, the program could maximize
participation by encouraging the participating providers to require mandatory
practices (e.g., if aMedicaid beneficiary is seen by that provider, the patient must
be enrolled in Healthy Connections).  The Healthy Connections program might
consider introducing incentives and/or exempting participating providers from
some of Medicaid's medical management requirements.

Minority Opinion(s):

Possible Implementation Vehicle: Federal Rule Change
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HHS PRELIMINARY RECOMMENDATION # 8
That DHW create an improved management fee incentive system to attract additional
Primary Care Providers into the Healthy Connections program.

Basisfor recommendation:
An incentive system would increase the number of Primary Care Providers and therefore
increase access to health care for Healthy Connections participants.

Advantages:

Improving preventive medical care will actually DECREASE costs in Medicaid in the
long run.

Disadvantages:

Adoption of this recommendation would temporarily increase the Medicaid budget that is
paid to providers.

Budget Impact: Increasing the management fee paid to Healthy Connections providers
would reduce cost avoidance resulting from the Healthy Connections program. Raising
the fee by $1 would cost between $1,000,000 and $1,500,000, depending on the
enrollment level achieved.

Risks:

Obstacles:

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legidation; State Rule Change
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HHS PRELIMINARY RECOMMENDATION# 9

That DHW implement a Medicad Buy-In Program,

in which Medicaid-€eligible

individuals with disabilities could continue to receive Medicaid benefits and would share
in the cost of those benefits after obtaining employment.

Basisfor recommendation:
People with disabilities are currently discouraged from obtaining employment by the risk

of losing Medicaid benefits (e.g., mental health services, personal assistance).

Advantages:

1. More people with disabilities will become taxpayers.
2. Medicaid becomes the secondary payer for those who obtain work-related health

insurance.

3. Income subsidies (e.g., housing, food stamps) will diminish.
4. More people with disabilities will be able to work themselves out of poverty.
5. People with disabilities will participate in the cost of the delivery of hedth care

services.

6. Adoption of this program will provide an incentive for individuals to go to work

and advance in the workforce.

Disadvantages:

The long-term impact of the implementation of this program is uncertain.

Budget | mpact:
2004 2005 2006 2007 2008

Annual cost per enrollee $21,000 | $23,000 $24,000 | $26,000 $28,000
Number of enrollees 275 490 561 634 706

Current enrollees

shifting to Buy-in 205 367 421 476 529

program

New enrollees 70 123 140 158 177
Annual net cost *

Total program $5.8 million rﬁlﬁg‘n $12.8 million | $15.0million $18.0 million

New enrollees only $1.9 million ?;2“';0” $3.7 million $3.8 million $4.6 million

10




Five year net cost *

Total program $62.0 million

New enrollees only $16.8 million

* Net cost = (Total claims + Operating costs) — (Premiums + Employer Costs)

Some of the increase in costs could be offset by additional tax revenues and reductionsin
other subsidies

Risks:
Obstacles:
1. This is a Medicaid expansion; some people not currently on Medicaid would
become dligible.
2. The Legidature would have to appropriate adequate funds to implement this
concept.
Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legislation; State Rule change.

11
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HHS PRELIMINARY RECOMMENDATION # 10

That any expansion of the Children's Health Insurance Program (CHIP) include the CHIP
Access Card concept as an option for recipients. This new concept would increase access
to children's hedlth care through cost-sharing among parents, their employers, and the
State for families with incomes between 150% and 200% of poverty.

Basisfor recommendation:
1. A large number of Idahoans remain uninsured.
2. Expanding CHIP would assist in providing access to affordable insurance.
3. Any expansion of CHIP should include the concepts of defined contribution and
market-based choice.

Advantages:
1. This card will alow small employers to help their employees obtain health
insurance that they currently do not have.
2. Moreindividuaswill be able to obtain needed insurance.

Disadvantages:
Thisis anew concept.

Budget | mpact:
This is a program expansion that would increase CHIP costs annually by about
$4,000,000, of which $813,000 would be Genera Funds.
Risks:
1. The traditional Medicaid pool could ultimately consist only of those individuals
with the most serious medical problems.
2. State contracted rates may not apply to the CHIP Access program.

Obstacles:
The administrative complexity of this concept may make implementation difficult.

Alternatives:
Minority Opinion(s):

Possible Implementation Vehicle: State Legislation; State Rule change.

12
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HHS PRELIMINARY RECOMMENDATION #11
That the Task Force:

1

...endorse statewide implementation (except as noted below) of the DHW
utilization management business plan for people with developmental disabilities
and mental illness, separating customer assessment and service planning from
direct service delivery through the use of independert assessment providers, and

...endorse apilot project based on the concept of self-determination. This project
would include a modification of ldaho's Medicaid program to allow a specified
number of individuals to utilize services under a participant-driven approach
centered around the following essential elements:

Individualized budget;

Personal broker;

Fiscal intermediary; and,

Freedom of choice of traditional and non-traditional providers

o0 T

Basisfor recommendation:

1. Beneficiaries will become more accountable for resource consumption.

2. Beneficiaries will have more flexibility in allocating resources.

3. DHW will have significant input and flexibility in the determination of budgetary
allocations.

Advantages:

1. These concepts will result in more efficient utilization of resources.

2. These concepts balance consumer decisionmaking against budgetary constraints.

3. This approach allows the State to move ahead with a concept that has been tested
while exploring another option that could prove more cost effective.

4. This approach gives people with disabilities more control over their lives.

5. These concepts are being encouraged and facilitated by the federal Medicaid
funding source and have been undertaken in other states.

6. Utilization management separates assessment, eligibility and plan authorization
from the direct provision of services, reducing the potential for a conflict of
interest as described in the Lewin Report.

7. This approach provides an opportunity to focus on quality assurance and quality
improvement activities.

8. This approach incorporates automation to complete administrative tasks so the
focus can be on working with consumers, families, and service providers.

9. Automation allows more opportunities to evaluate the effectiveness of services in

13

addition to evauating its own business flow and looking for potential
enhancements.

10. These concepts increase the emphasis on consumer choice.



Disadvantages.

Budget | mpact:

Projections on statewide implementation by SFY (assuming a July 1, 2003 start date):

Date Range Yearly Gross Yearly Expense* Yearly Net
Cost Avoidance Cost Avoidance
Jul 03 to Jun 04 $ 4,906,000 ($2,850,000) $ 2,056,000
Jul 04 to Jun 05 $ 10,130,700 ($1,500,000) $ 8,630,700
Jul 05 to Jun 06 $ 11,348,300 ($1,500,000) $ 9,848,300
Jul 06 to Jun 07 $ 12,566,000 ($1,500,000) $ 11,066,000
Jul 07 to Jun 08 $ 13,783,700 ($1,500,000) $ 12,283,700

Total Projected Net Cost Avoidance Savings through June 2008 is $43,884,700

Projected Expenses are:

$1.0 Million for an automated system (one-time expense)
$ 350,000 for AIM reprogramming (one-time expense)
$1.5 Million for Independent Assessor (annual expense)

These estimated cost avoidance figures do not include the cost of a separate and
concurrent self-determination pilot program. The utilization management pilot program
completed in June 2002 cost $300,000.

Risks:

1. There may be alack of service provider support to implement the changes that are

required in the DHW business model.

2. Unpredicted setbacks may impact milestones for implementation.

Obstacles:

1. Some providers will be opposed to this concept.
2. It may be a challenge to change the way people think about people with

disabilities.

3. Maodification of the Idaho Medicaid program requires federal approval.
4. Legidative approval isrequired.

Alternatives;

Minority Opinion(s):

Possible Implementation Vehicle: State Legidlation; State Plan Amendment

14
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HHS PRELIMINARY RECOMMENDATION # 12

That the Task Force endorse the DHW workplan on pharmacy management, including a
Preferred Drug List and expanded Drug Utilization Review Board, with the proviso that
consumer input is considered in the implementation of the workplan.

Basisfor recommendation:
1. Theoveral goa isto provide the right care to clients at the right price.
2. Pharmacy expenditures continue to grow at extremely high rates.
3. Direct marketing of pharmaceuticals and the explosion of new drugs onto the
market mandate the development of utilization systems.
4. The expected growth in beneficiaries in older age groups will continue to stretch
scarce resources.
5. The current plan has exhibited the following characteristics:
a. Significant levels of cost avoidance
b. Emphasis on evidence-based management systems
c. Development and implementation of appropriate technology

Advantages:

1. This approach ensures that unnecessary pharmaceutical costs are avoided.

2. This approach improves patient safety by addressing poor outcomes from
incompatible drug interactions.

3. Evidence-based clinical decision-making with local physician and pharmacist
input related to Preferred Drug List selections will encourage provider and
consumer support.

4. Enhanced technology will assist DHW in identifying and implementing additional
cost containment initiatives.

5. Enhanced prior authorization technology for pharmacy claims will produce an
efficient, "reduced-hassle" system for providers and clients.

Disadvantages.

Budget | mpact:
Implementation will result in a net cost avoidance of $32,900,000 in FY2003, after
deducting additional staffing and automation costs.

Risks:
Cost focus could cause patients to utilize pharmaceuticals that are less expensive but not
as clinically effective, leading to more expensive medical outcomes.

Obstacles:
1. Some consumers demand the latest pharmaceutical technology.
2. Program and cost containment measures cannot be implemented immediately.
3. An evidence-based review process may delay the implementation time for the
Preferred Drug List.

15



4. Pharmaceutical company marketing and drug industry (PhRARMA) lobbying may
affect client choices.

Alternatives:
An adternative would be to limit monthly prescription benefits and/or to reduce
reimbursements to providers.

Minority Opinion(s):

Possible Implementation Vehicle: State Rule Change

16
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HEALTH & HUMAN SERVICESCOMMITTEE
INTERMEDIATE RECOMMENDATIONS

HHS I ntermediate Recommendation #1:

That DHW investigate all opportunities to collect appropriate administrative fees for
administrative services rendered and, where cost effective, collect such fees. Fees will be
imposed against the payer.

Basisfor recommendation:
1. DHW has mandates to provide administrative services, yet is not always provided
funds with which to effectively administer these mandated services.
2. There are administrative services offered by DHW that benefit specific users of
the system.

Advantages:
1. Collection of appropriate fees will match administrative fees to the administrative
services rendered.
2. Collection of appropriate fees will provide a source of funding that is easily

justified and identifiable to the end user.
Disadvantages:

Budget | mpact:

Risks:
The cost of collecting fees could exceed revenues generated.

Obstacles:
There may be opposition to the collection of fees for services rendered from users of
these services who are accustomed to receiving them without cost.

Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
State Rule Change
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HHS I nter mediate Recommendation #2:
That the State of Idaho require that crimina history checks be completed for al day care
providers and their staff.

Basisfor recommendation:

Family childcare homes enroll one to six children and are not required to be state
licensed. They can, however, be licensed on a voluntary basis. Facilities enrolling more
than six children must be licensed. Licensing is also required for facilities receiving
certain federal dollars.

Reqwrements for licensure under 1daho Code 39-1101, et seq., include:
Safety inspections from the local district health department and the fire
department
Prescreening of staff through fingerprinting and criminal records background
checks
Four hours annual in-service training for staff members
Proof of child immunizations within 14 days of child's enrollment (Exceptions are
allowed in situations where there are life, health or religious objections.)

Thus, while facilities with less than seven children can choose to be licensed and have
criminal background checks completed on their staff, they are not currently required to do
0.

To meet licensing requirements, crimina history checks are required for al applicants,
owners, employees, volunteers (providing more than 12 hours volunteer service per
month) and all other individuals twelve (12) years of age or older who have unsupervised
direct contact with children. The crimina history check includes a review of the
following records:
- Statewide criminal identification bureau check

Federal Bureau of Investigation criminal history

National Criminal Information Center

Statewide child abuse register.

Local city governments can establish and enforce their own childcare licensing
regulations as long as the licensing requirements are equa to or more stringent than state
license provisions. Currently there are seven cities in Idaho that license childcare
facilities in their jurisdictions -- Boise, Chubbuck, Jerome, Coeur d'Alene, Lewiston,
Moscow, and Pocatello.

Advantages:
This requirement would provide children in day care with a greater measure of protection
from exposure to workers with questionabl e backgrounds.



Disadvantages.

This requirement may be difficult to enforce. An increase in the number of background
checks may result in (@) an increase in day care fees and/or (b) an increase in the DHW
budget for conducting background checks.

Budget | mpact:
Uncertain, as it is not known how many facilities exist that care for less than seven
children.

Obstacles:
This will require legidative action.

Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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HHS I nter mediate Recommendation #3:

That apermanent low interest loan program be established for assistive technology in
Idaho. The Committee further recommends that the State of Idaho act quickly in order to
take advantage of the (one-time) federal assistance that has been made available to the
states by the U.S. Congress at the request of President Bush.

Basis For Recommendation:

Assistive technology is redefining what is possible for individuals with disabilities, older
persons and their families. It includes such items as reachers, walkers, adaptive computer
hardware and software, wheelchairs, electronic communication systems, wheelchair
ramps, and thousands of other commercially available products.

Emerging research indicates that using assistive technology alows people with
disabilities to get and keep jobs, to succeed at school, and to function well in their homes
and communities. Assistive technology allows persons with disabilities and older persons
to be less dependent on entitlement programs and can help them to avoid entering
publlcly-funded ingtitutions. Assistive technology directly benefits:

Adults with disabilities and their families;

Students with disabilities and their parents;

Family caregivers,

Older persons with functional impairments and their families;

Direct care providers.

Advantages:

According to the Office of Technology Assessment, “assistive devices can delay or
prevent institutionalization, resulting in enormous personal and financial savings.”
Assigtive technology helps persons with disabilities to obtain and maintain employment.
The use of assistive technology slowed the decline of functional abilities among persons
with disabilities and older personsin arecent federal study.

Assistive devices benefit caregivers as well as the disabled and elderly individuals.

- Approximately 52 million Americans (about 31% of the adult population) take
care of an elderly, disabled or chronically ill relative or friend.
14.4 million full- and part-time American workers struggle to balance job duties
with caregiver responsibilities.
Twelve percent of caregivers (6.2 million) are aged 65 or older.
Two-thirds to three-quarters of caregiving is provided without charge by family
and friends. Unpaid caregivers provide about $196 billion in uncompensated care
each year.
Workers' absenteeism due to caregiving responsibilities annually costs employers
$29 hillion.



Employers costs associated with loss and replacement of the 1/10 to 1/5 of
working caregivers who leave because of caregiver responsibilities add up to an
annual $3.59 hillion.

Assistive technology reduces the risk of injury and helps to control medication.
Assistive technology allows people with disabilities to “telework” from home.
Assistive technology is key to implementing President Bush's proposed Access to
Telework program.

Assistive technology reduces reliance on public transportation.

Assistive technology helps keep persons with disabilities and older persons living
in their own homes.

Assistive technology offers children with disabilities the ability to meet their full
potential while reducing the need for paid assistance.

Providing low interest loans for assistive technology holds the promise of significantly
lessening the burden on state agencies, in particular, in Medicaid, vocational
rehabilitation, and special education programs because it provides an attractive
financing option that is quick, offers a wide variety of financing options, and does not
require a lot of paperwork. A low interest loan program will aso take advantage of a
public-private sector partnership between the Idaho Assistive Technology Project at the
University of Idaho and Idaho’'s Banking Community, e.g., Zion's First National Bank
and Key Bank of Idaho.

Disadvantages:
None

Budget | mpact:

Establishing a low interest loan program will provide an attractive funding option for
Idahoans with disabilities for purchasing assistive technology, which in turn will lessen
the burden on state government. The low interest loan program for assistive technology
will help the State of Idaho save taxpayer dollars in a number of areas, some of which are
listed under “Advantages’.

In a recent federally funded study, 200 elders were each provided with $2600 worth of
assistive technology, which resulted in a saving of $17,438 in hedlth care costs of each
elder in just 18 months.

Assistive technology reduces the need for delivered meals and homemaker services.
When determining the return-on-investment for the city of Chicago, the cost of the
service savings was compared to the cost of the assistive technology equipment. For the
45 clients that had been able to reduce or eliminate the need for services, the city would
realize a total savings of $867,531, and the return-on-investment in assistive technology
would be 20:1.

The Idaho Legidature will need to obligate by letter a match in order to make the state
eligible to apply for this federal assistance. In order to create a stable funding base for
the loan program, the state and federal shares would need to total between $2 and $3
million. This would require a state match of between $500,000 and $750,000. If the
grant is awarded to Idaho, the state match will need to be appropriated during the
following legidative session.



The IATP has aready established a small loan program in partnership with Zion's First
National Bank, Key Bank of Idaho and the Idaho Community Foundation. If funded, the
IATP is prepared to continue the administration and oversight of the loan program.

The Idaho Assistive Technology Project at the University of Idaho has aready written the
grant application and is prepared to submit it to the U. S. Department of Education,
National Institute on Disability Rehabilitation and Research as soon as the match is
secured. Proposals are due in late spring.

Risks:
None

Minority Opinion(s): None

Possible Implementation Vehicle: State Legidation
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HHS Inter mediate Recommendation #4-

That taxes on tobacco and alcohol be increased significantly, provided that a significant
portion of the revenue generated is dedicated to treatment and prevention of health
problems associated with use of these products.

Basisfor recommendation:

Raising prices on tobacco and alcohol is expected to reduce the number of smokers and
drinkers. Revenue generated by proposed tax increases, however, is dated to go primarily
to the state's general fund, rather than for treatment and prevention of health problems
associated with tobacco and alcohol use. While tax increases aone will temporarily
reduce usage, usage rates will rise again in the near future unless treatment/prevention
aternatives are made available. To sustain the projected reductions in tobacco and
alcohol use, comprehensive programs for treatment and prevention are needed.
Advantages:

Disadvantages.

Budget | mpact:

Risks:

Obstacles:

Alternatives:

Minority Opinion(s):

Possible Implementation Vehicle: State Legidlation






]D/\HO

Foous on 'lht l"ululq:

HEALTH & HUMAN SERVICESCOMMITTEE
LONG-TERM RECOMMENDATIONS

HHS Long-Term Recommendation #1.:

That a mental health/substance abuse business plan be developed that clearly identifies
the cost/benefit ratio of a comprehensive mental health /substance abuse delivery system
for adults and children.

Basisfor recommendation:

We strongly believe that the failure to deal with this area will result in ever-increasing
and unsustainable cost increases throughout the private and public sectors. Currently,
many individuals can only access the mental health and substance abuse systems through
the correctional systems.

Advantages:
1. Reduction in expenditures in the judicial and correctional systems
2. Improved qudity of life
3. Improved employee productivity

Disadvantages:

Budget | mpact:
First year cost of study and evaluation is estimated at $600,000, with the possibility of
obtaining this funding from federal grants, the state insurance premium tax, alcohol tax
and/or general funds. In the long term, we expect that the successful execution of this
business plan will result in the following outcomes:
1. An offset in medical costs currently incurred in the Medicaid program as a result
of untreated persistent and chronic mental health/substance abuse problems; and,
2. Avoidance of costs incurred in the correctional and judicial systems that result
from untreated mental health and substance abuse problems.

Risks:
Unknown.

Obstacles:
1. ldentifying a source of investment capital to develop the business plan
2. The current stigmathat surrounds a mental health diagnosis
3. The complexity and difficulty of developing the business plan in a comprehensive
nature that captures the interest of both the private and public sectors

Minority Opinion(s): None

Possible Implementation Vehicle: Unknown



HHS Long-Term Recommendation #2:

That, in recognition of the human life cycle, a statewide educational program be
developed, focused on increasing the general population’s knowledge and understanding
of “end of life” issues, thereby improving the quality of decisions related to these issues.

Basisfor recommendation:

In the absence of thoughtful and prospective medical decisionmaking, decisions made by
friends or relatives may not be consistent with the patient’s wishes. Faillure to make
informed “end of life” medical decisions often results in futile and expensive medical
expenditures that are not necessarily in the patient’s best interest.

Advantages:

1. This recommendation will ensure that more individuals have choice in “end of
life” decisions.

2. A focus on palliative care may actualy improve quality in the last stages of life,
wheresas heroic measures may actually cause unnecessary pain and suffering.

3. Better “end of life” decision-making will reduce medical expenditures that do not
serve to improve the quality of life.

4. Better “end of life” decisionrmaking will redistribute finite medical resources to
more productive ends.

Disadvantages.
1. Medical decision making might be perceived as being swayed by economics.
2. People may perceive that every reasonable effort would not be made to save lives.
3. There may be some difficulty in determining the point at which reasonable efforts
have been exhausted.

Budget | mpact:
Unknown.

Risks:
Unknown.

Obstacles:
Public perception

Alternatives:
Minority Opinion(s): None

Possible Implementation Vehicle: Unknown
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HHS Long-Term Recommendation #3:
That the economic impact of merging the county medical indigency program with the
state Medicaid program be investigated.

Basisfor recommendation:

Counties are unduly burdened by the medicaly indigent program — it is difficult to
administer and expensive to maintain. The patient population served by both programsis
very similar.

Advantages:
1. Reduction in county administrative costs, with little increase in Medicaid
administrative costs
2. May be able to gain federal match dollars

Disadvantages:

Because the program intent of the county indigent program differs somewhat from the
Medicaid program, some additional program development would be required in the
Medicaid program.

Budget | mpact:
Unknown.

Risks:
Unknown.

Obstacles:
Public perception

Alternatives:
Minority Opinion(s): None

Possible Implementation Vehicle: Unknown



HHS Long-Term Recommendation #4:

That by the Year 2020, Idalho have a statewide home- and community-based service
delivery system capable of providing appropriate and cost-effective assistive technology
devices and services to any eligible person that needs them.

Basis For Recommendation:

By the Year 2020, Idaho needs to have a well-established system of home- and
community-based services and have completed its shift away from institutional care. For
this vision to become a redlity, ldaho’'s home-based service delivery system should be
designed to ensure that the most appropriate and cost-effective assistive technology is
readily available to persons with disabilities and el ders.

Along with a generous supply of qualified personal care providers, assistive
technology is key to maintaining individuals with disabilities in their homes and
communities and is a critical factor when moving people out of ingtitutions and into their
communities. Unfortunately, assistive technology is under-utilized in our state and
Idaho’ s service delivery system does not yet have the capacity to provide quality assistive
technology services.

Assistive technology is redefining what is possible for individuals with disabilities,
older persons and their families. It includes such items as reachers, walkers, adaptive
computer hardware and software, wheelchairs, electronic communication systems,
wheelchair ramps, and thousands of other commercially available products.

Assistive technology allows persons with disabilities and older persons to be less
dependent on entitlement programs and can help them to avoid entering publicly funded
ingtitutions. Assistive technology directly benefits:

- Adults with disabilities and their families;

Students with disabilities and their parents;

Family caregivers,

Older persons with functional impairments and their families; and
Direct care providers.

Advantages:
According to a recent federal study, the use of assistive technology slows the decline of
functional abilities among persons with disabilities and older persons. Assistive
technology:
- Helps keep persons with disabilities and older persons living in their own homes.
Reduces the risk of injury and helps to control medication.
Helps persons with disabilities to obtain and maintain employment.
Allows people with disabilities to “tele-work” from home. Assistive technology is
key to implementing President Bush’'s proposed Access to Tele-work program.
Reduces reliance on public transportation.
Benefits caregivers as well as disabled and elderly individuals.
Approximately 52 million Americans (about 31% of the adult population)
take care of an elderly, disabled or chronicaly ill relative or friend.
14.4 million full and part-time American workers struggle to balance job



duties with caregiver responsibilities.

Twelve percent of caregivers (6.2 million) are aged 65 or older.

Family and friends provide two-thirds to three-quarters of caregiving
without charge. Unpaid caregivers provide about $196 billion in
uncompensated care each year.

Workers' absenteeism due to caregiving responsibilities annually costs
employers $29 billion.

Employers costs associated with loss and replacement of the 1/10 to 1/5
of working caregivers who leave because of caregiver responsibilities add
up to an annual $3.59 billion.

Disadvantages.
None.

Budget | mpact:

The greatest potential for saving state dollars is the early identification of persons with
disabilities and older persons who are at “high risk” for being institutionalized and the
provision of an assistive technology assessment, followed by the most appropriate and
cost-effective assistive technology intervention.

Before any Idahoan with a disability is institutionalized, he/she should have full
access to assistive technology devices and services in order to determine if expensive
institutionalization can be avoided.

If possible, Idaho elders should be evaluated for their potential risk of being
ingtitutionalized while they are relatively young, e.g. 55 to 65 years of age. Waiting until
the older person is about to enter nursing facilitiesis too late and decreases the likelihood
that the assistive technology intervention will be effective.

According to the Office of Technology Assessment, “assistive devices can delay or
prevent institutionalization, resulting in enormous personal and financial savings.” In a
recent federally funded study, 200 elders were each provided with $2600 worth of
assistive technology, which resulted in a saving of $17,438 in health care costs of each
elder in just 18 months.

Assistive technology reduces the need for delivered meals and homemaker services.
When determining the returnon-investment for the city of Chicago, the cost of the
service savings was compared to the cost of the assistive technology equipment. For the
45 clients that had been able to reduce or eliminate the need for services, the city would
realize a total savings of $867,531, and the return-on-investment in assistive technology
would be 20:1.

Risk:
None

Obstacles:
Alternatives; None

Minority Opinion(s): None

Possible mplementation Vehicles: Unknown
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HHS Long-Term Recommendation #5:
That Idaho State Code protecting the civil rights of Idahoans with disabilities be
evaluated and corrected, as needed.

Basisfor recommendation:

It is believed that current 1daho Code may not adequately protect the civil rights of
Idahoars with disabilities. This recommendation will assure that Idahoans with
disabilities are afforded basic civil rights protection similar to those provided on the basis
of race, color, sex, national origin, age, and religion, thus guaranteeing Idahoans with
disabilities equal opportunities in the State of 1daho and itslocal communities.

Idaho State Code has severa sections that address and protect the rights of Idahoans
with disabilities; however, they are scattered throughout different code sections. The
Code should be consolidated into one section, which would be more user-friendly for
Idahoans with disabilities, business, government agencies and the public as a whole.

The United States Supreme Court, over the last several years, has handed down
decisions that have dramatically reduced the civil rights protection afforded Americans
with disabilities. A number of these decisions were made under the eleventh amendment
to the United States Constitution, which provide states with immunity from complying
with parts of the Americans with Disabilities Act (ADA). The first step to fully protecting
Idahoans with disabilities is to ensure their civil rights are clearly defined.

Advantages:

This will assure that 1dahoans with disabilities are able to participate as equal citizensin
all activities the State of 1daho has to offer. Incorporating people with disabilities fully
into the mainstream of society will benefit the state economicaly, politicaly, and
culturally.

Disadvantages:

Budget | mpact:
Minimal

Risks:
|dahoans with disabilities could lose some current protections of their civil rights.

Obstacles:
1. Getting ldahoans without disabilities to overcome discriminatory stereotypes
regarding people with disabilities.
2. Some may view civil rights as “specia rights” Business organizations may
oppose this, because of perceived or real costs of implementation.
3. Many may view the ADA as adequate protection for people with disabilities.

Alternatives:
Do nothing.



Minority Opinion(s): None

Possible Implementation Vehicle: State Legislation
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HEALTH AND HUMAN SERVICESCOMMITTEE
MEETING SUMMARY
OcTOBER 11, 2002

MEMBERSATTENDING

Jack Riggs, Co Chair, Office of the Lt. Governor

John Kee, Co Chair, Magic Valley Regional Medical Center
Kara Craig, Children’s Home Society

Nancy Vazquez, |daho Department of Labor

Kelly Buckland, State Independent Living Council

L ouise Shadduck

OTHERSATTENDING

Karl Kurtz, Idaho Department of Health & Welfare

Bill Walker, Idaho Department of Health & Welfare
David Lehman, Office of the Governor

Sara Nye, Office of the Governor

Marilyn Sword, Developmental Disabilities Council
Laura Gleason, staff

Larry Hertling, staff

DISCUSSION

Jack Riggs opened the meeting by advising the Committee that the primary emphasis of the
Committee' s work should be on finding more efficient ways to spend the funds appropriated for
health services. John Kee agreed and pointed out that the focus is efficiency in the usage of
resources rather than an effort to cut services. Kelly Buckland commented that services need to
be shifted away from a paternalistic approach that does not allow for self-determination on the
part of disabled clients, adding that the system seems to force agencies to spend monies on
services that individuals don't need in order to qualify for services that they do need. Louise
Shadduck suggested that the Committee needs an educational session to familiarize itself with
the task before it. Kara Craig expressed her belief that the focus should not be on cutting services,
but rather on ways to be leaner about providing them — by reducing waste.

The Committee agreed that the focus of its work should remain on the customer — a
determination of what services people need most, followed by an assessment of the budget



implications of providing those services. Some corcern was expressed about the configuration
of the committees in that some subjects cross over into other committee charters. The group
decided that the Committee would deal primarily with the work of the agencies delineated under
“Health & Human Services’ on the state organizational charts provided earlier that day.

At the Chair’s request, DHW Director Karl Kurtz provided a handout to the Committee entitled
“Health & Human Services’, which contains information on the Commission on Aging, Veterans
Services, the Commission for the Blind and Visually Impaired, and the Department of Health &
Welfare. Director Kurtz noted that the handout did not include information on the public health
districts, but that these organizations are integral to the delivery of health services and should be
included in the Committee’ s work.

Department of Health & Welfare— Overview

Director Kurtz summarized services available at the Department of Health & Welfare (DHW),
which employs 3000 people, and contains seven divisions. Health, Human Resources,
Information and Technology Services, Medicaid, Welfare, Management Services and Family and
Community Services.

Key points

Division of Welfare

Determination of eligibility for 90% of DHW programs takes place in this
division, which contains child support enforcement activities and the cash
assistance program (Temporary Assistance to Familiesin [daho — TAFI).

Each year the Department enforces child support orders of approximately $140
million — nearly 100,000 cases.

The Committee questioned why DHW isn't receiving compensation for the
administrative funds expended to collect and disburse child support payments.
Staff responded that this was being examined, but that there were concerns as to
who would bear the cost of this.



Division of Medicaid
Includes licensing of facilities as well as payment of benefits.

Medicaid payments are outsourced to a private business named EDS, who pays
approximately $850 million in claims annually.  Eligibility for services is
determined by DHW staff and a live interface exists between DHW and EDS.

Because it has been estimated that outsourcing payment of claims is more costly
than providing this service inrhouse, DHW is examining alternatives to this
outsourcing, including providing the services in-house or the purchase of this
service from other states that have already created the infrastructure for doing
this. Considerable support was expressed for examining alternative data
processing systems.

Division of Family and Community Services

Among the programs in this division are services dealing with child protection,
foster care, adoptions, mental health and substance abuse services, developmental
disabilities, domestic violence, as well as the state hospitals, and the Idaho State
School and Hospital.

Concern was expressed in general about the disposition of habitua drug
offenders, in that funding for community treatment approaches is shared with the
federal government, whereas services provided through the Department of
Corrections are supported solely through the general fund. It was suggested that
thisis an avenue that could be explored for cost savings.

Questions arose as to the rationale behind state operation of the state hospitals; it
was reported that (@) this is required by early state law, (b) the state can provide
these services for less than a private hospital and (c) no other facilities are
equipped to provide the intensity of service required by the hospital residents.

Division of Information and Technology Services

DHW staff suggested that improvements in technology could streamline services
and result in considerable savings to the state. The Committee asked DHW staff
for a description of the information services being used at the Department, along
with an analysis of what works and what does not and recommendations for
improvements.



Department of Health & Welfare - Budget

Director Kurtz reported on the DHW budget, noting that 65-70% of the Department’s
appropriation is federal and that most of these federal appropriations have Maintenance of Effort
(MOE) requirements — that is, that the State must spend no less than a specified amount (either
the prior year’s level of funding in a given program or an amount spent in a stipulated year) in
order to be eligible for federal funds in that program. He added that in some cases, thisis an “all
or none”’ requirement — that is, a whole block grant could be lost if the State falls short of their
MOE by even a smal amount. Because of this, staff try to absorb funding cuts in programs that
are not federally-matched in this way.

In response to a question from the Committee, DHW staff noted that the holdback of $9.6
million state dollars would result in a loss of $16 million federa dollars, resulting in a total loss
of nearly $26 million in community services.

Key Points:

The Committee questioned why the Department’ s personnel budget continues to increase
at the same time staffing levels decrease; DHW staff reported that the increase in
personnel costs can be attributed to fringe benefits. IDOL staff were asked to research
the state’ s definition of fringe benefits and the rate at which these benefits are calcul ated.

Division of Medicaid
This represents the largest appropriation; these services are funded through a

30/70 state/federal match. 97% of this appropriation is used for the payment of
services by 16,000 providers.

Public Health

These services are funded through a combination of state and federal funds, most
of the funds are expended through contracts with the seven public health districts.

Division of Welfare

Funding for these services comes through a state/federal match; most of these
funds are used for child care subsidies, cash assistance (TAFI) payments, and
Assistance to the Aged and Disabled.

DHW daff noted that a “QUEST card” has replaced actual Food Stamps as the
vehicle for paying childcare subsidies, receiving TAFI payments and purchasing
items previousy purchased with Food Stamps. The department is considering



this card for future use with Medicaid. Use of this concept has resulted in
considerable cost savings.

Department of Health & Welfare— Strategic Plan

Director Kurtz concluded by summarizing the DHW Strategic Plan, outlining a two-phase
realignment project currently underway to ensure that DHW is organized to maximize customer
Services.

Key Points:

In an effort to increase cost savings, increase accountability, and maximize internal
consistency in service delivery, authority for program/policy implementation has been
shifted from a system of seven regional directors to the division administrators of the
respective programs. (See attached chart.) The role of the previous regional directors has
become one of building community partnerships. Support services (human resources,
Information Technology, fiscal services — including billing and collection services) have
been consolidated from each of the seven regions and the three state institutions to three
“hubs’ serving the entire state. Expected completion of this phase of the realignment
project — January 1, 2003.

The second phase of the realignment project will be the integration of services across
program lines, using an “any door” approach, through which an applicant can enter and
receive DHW-provided services, regardless of which specific program they are served
by. Customers will participate in a single assessment and have a case plan, staffed by a
team of DHW staff.

Considerable discussion took place about the impact of the recent budget holdback on
DHW’s case management strategies and possible alternatives to these strategies. The
Committee asked for additional information on Utilization Management and Case
Management to better understand these issues.

DECISIONS MADE:

Committee members decided to take additional time to further familiarize themselves with the
operations of DHW and other services related to health and human services before developing
recommendations. The Committee also expressed interest in hearing more about procedures in
place to streamline DHW services and reduce costs, as well as any that have been presented to
and rejected by the Legidature.



ASSIGNMENTS MADE:

Assignment To Due Date
Information on DHW Information systems | DHW Next meeting
Description of systems
What's working/What' s Not
Recommendations/| mprovement
Information on employee benefit packages | IDOL staff Next meeting
Lewin Group Report DHW To Committee members by 10/18
1996-97 Medicaid Reform Report DHW To Committee members by 10/18
Other reports/studies DHW believes would
benefit Committee members DHW To Committee members by 10/18

Best Practices in Other States from NGA
papers— an index of topics

Office of the Governor

To Committee members as soon as
possible

DHW “Wish List” for improving services | DHW Next meeting or as soon as possible
thereafter
Convening of speakers for next meeting on | IDOL staff Next meeting or as soon as possible

following topics

» ldaho Council on Children's Mentd
Hedth

Public Hedlth Districts

Utilization Management Pilot Project
Anaysis of state hospitals and 1SSH,
inc. assessment of adult menta health
services within the state
Sdf-Determination  of
people with disabilities
» Case Management (future meeting)

Y VV

Y

services to

thereafter

In recognition of the short timeframe between meetings, the Committee asked that DHW present
those topics from the above list in which analyses/studies have already been completed; others
can be presented at subsequent meetings.

The Committee requested that staff arrange presentations to be conceptual overviews of 30
minutes or less at this point; additional information may be requested at a later date.

Next Steps:

The next meeting of the Committee will be October 28, 8:30 — 5:00, at the Idaho Department of

Labor.
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HEALTH AND HUMAN SERVICES COMMITTEE
MEETING SUMMARY
OCTOBER 28, 2002

MEMBERS PRESENT

Jack Riggs, Co-Chair, Office of the Lt. Governor

John Kee, Co-Chair, Magic Valey Regional Medical Center
Kara Craig, Children’s Home Society

Kelly Buckland, State Independent Living Council

L ouise Shadduck

OTHERS PRESENT

Roger Madsen, 1daho Department of Labor Laura Gleason, Staff
Karl Kurtz, Idaho Department of Health & Welfare (DHW) Larry Hertling, Staff

Dave Humphrey, DHW

Joyce McRoberts, DHW

Bill Walker, DHW

Alisa Axtman, DHW

Chuck Halligan, DHW

Sara Nye, Office of the Governor

Ken Deibert, DHW

Roy Sargeant, DHW

Ray Laible, DHW

Jeff Harris, DHW

Charlie Wright, DHW

Heather Winter, DHW

Carol Moehrle, North Central Health Department
Judie Wright, Division of Financial Management
Patrick Hodges, State Controller’s Office

Scott Burpee, Codlition for Long Term Solutions
Marilyn Sword, Idaho Council on Developmental Disabilities
Tracy Warren, Self- Determination Task Force
Cynthia Dunagan, Provider Affiliate Assn.
Katherine Hansen, Community Partnerships
The meeting was called to order at 9:00 by Committee Co-Chair Jack Riggs, followed by
introductions and a review of the agenda.



Roger Madsen, Director, Idaho Department of Labor expressed his appreciation for the work
the Committee is doing and offered the Department’ s assistance to the Committee in carrying
out its tasks.
DISCUSSION

Department of Health and Welfare (DHW) Utilization Management Pilot Project

Alisa Axtman, DHW, provided the Committee a report on the Developmental
DisabilitiessMental Heath Services Delivery Project, often referred to as the Utilization
Management Project, designed and implemented by DHW in response to legidlative intent
language drafted by the 2001 Idaho Legislature.  The project bcused on improving the
quality of customer services and customer satisfaction, reducing the growth in Medicaid
expenditures and creating stakeholder involvement in service delivery.

The Utilization Management Project is a business model that separates customer assessment
and service planning from direct service delivery through the use of Independent Assessment
Providers in an effort to address the conflict of interest cited by the Lewin Report when the
same provider assesses a client’s disability, develops a service plan to meet those needs, and
then provides the services. Alisa noted that the purpose of utilization management is to assure
the provision of the right services at the right time in the right setting and in the most cost-
effective manner.

The Utilization Management Project was piloted from October 1, 2002 through June 30,
2002, providing services to 114 adult consumers. A contract was negotiated with the
University of Idaho to act as the Independent Assessment Provider. The evaluation of the
project revealed that utilization management significantly slowed the growth in Medicaid
expenditures, that the Independent Assessment Provider was effective in assessing consumer
needs and in negotiating and authorizing service plans and that opportunities for customer
involvement in choosing appropriate services were improved. While consumer satisfaction
with the project was high, service provider satisfaction was low, particularly in regards to the
process used to determine the service budget.

Midway through the pilot, the 2002 Legidature was provided initial findings regarding the
project. The Legislature directed DHW to finish the project, but not to expand the pilot. The
Legidature aso directed the Department to discontinue development of the automated system
essentia to support the model and to refrain from entering into an Independent Assessment
Provider contract.

The Committee voiced general support for the utilization model and asked DHW about the
current status of the Utilization Management Project. Director Kurtz indicated that the
Department is in the process of working with the co-chairs of the Joint Finance-
Appropriations Committee to obtain support to move forward with the utilization
management concept.



I daho Council on Children’s Mental Health (I CCMH)

Chuck Halligan, DHW, provided an overview of the Idaho Council on Children’'s Mental
Health, which was created pursuant to resolution of a law suit filed against the State of Idaho
severa years ago, based on inadequacies in the state’'s system for dealing with the needs of
youth with serious emotional disturbances. The Council was created through Executive Order
to oversee the creation and maintenance of a cohesive and coordinated system of services that
emphasizes family involvement, community based services, and increased interagency
coordination. DHW has been designated as the lead agency in establishing and coordinating
community services to serve this population and the State Department of Education serves as
the lead agency for educational services. Chuck noted that the ICCMH is a cabinet-level
council whose membership is stipulated in the Executive Order which created it and that the
Council is chaired by Lt. Governor Riggs.

Funding for ICCMH is provided by DHW. Twenty-five local councils have been created to
oversee development of local systems of care, each of which is driven by the needs of the
child and family, integrates family involvement into all aspects of service planning and
delivery, is community based, and is built on interagency collaboration.

Chuck aso distributed copies of a publication entitled, “A Parent’s Guide to Children’s
Mental Health Services’.

Requested | nformation

In response to a request from the Committee, Bill Walker, DHW, provided a handout
containing information on expenditures and enrollments in Medicaid over the last ten years,
noting that this material contained only part of the Committee’s request and that the
remaining material would be forwarded within a few days.

It was noted that the addition of the Women, Infants, and Children (WIC) program and the
Children’s Health Insurance Program (CHIP) over the last few years has increased the number
of individuals eligible for and receiving Medicaid services. Other factors contributing to
increases in expenditures have been the addition of individuals residing in veterans' homes,
individuals served through the Aid to the Aged, Blind and Disabled (AABD) and changes in
billing procedures for services to students.

Also in response to a equest from the Committee, Sara Nye, Office of the Governor,
provided the Committee with a series of handouts compiled by the National Governors
Association detailing best practices across the states for the delivery of health services. She
referred Committee members to a website maintained by the National Governors
Association, which contains additional information —www.nga.org



State Mental Health | nstitutions

Ken Debert, DHW, provided an overview of Idaho’s three state institutions- State Hospital
North, State Hospital South, and the Idaho State School and Hospital. State Hospital South
provides inpatient acute psychiatric and skilled nursing care to adults and adolescents with
severe and persistent mental illness and has 90 adult psychiatric beds and 16 adolescent beds,
aswell as 30 skilled nursing beds.

State Hospital North provides inpatient treatment to adults with serious and persistent mental
illness. A new facility was constructed on the campus of Sate Hospital North in 1995 that
was designed originally to serve 30 chemically dependent and 30 mentally ill patients. Over
the past two years, because of demand on the state's mental health system for psychiatric
inpatient resources, State Hospital North has shifted resources from treating voluntary patients
with chemical dependency disorders to an expanded role treating individuals with severe
mental illness who are involuntarily committed. Because of the increased need to serve a
more acute psychiatric population, the hospital staffing complement and facilities can only
accommodate 50 patients.

Idaho State School and Hospital (ISSH) is a 115-bed Intermediate Care Facility for the
Mentaly Retarded, providing residentia care to developmentally disabled persons who
exhibit severe behavioral or medical problems. Both adults and adolescents are served at this
facility. Currently there are 18 adolescents and 88 adults in residence. ISSH serves only
those individuals who have no other placement options available to them due to severe
behavioral or medical issues. In 1995 10% of the residents served were categorized as
dangerous and aggressive; currently 60% of the residents are identified as in this way.

In response to Committee questions, Ken noted that psychiatric medical services continue to
be difficult to obtain in Idaho. The Committee indicated that they would like additional
information on each institution's yearly budget and information on how the cutbacks impacted
each ingtitution.

Adult Mental Health Services

Roy Sargeant, DHW, provided and overview of community mental heath services. Roy
noted that diagnosable menta illness occurs in 20% of the adult population in the United
States at any one time, and that mental illness ranks second only to cardiovascular disease in
terms of economic and quality-of-life impact. He added that this type of illness has a
biological basis, that treatment is becoming more effective, and that community based
treatment is the most effective. Although Idaho’s suicide rate ranks among the top ten states,
Idaho ranks as one of the lowest in terms of per capita spending on public mental health
services.

Idaho operates a state operated service delivery system, with services delivered through
community mental health programs in each of DHW’s seven regions. Each region’s services
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include crisis response, evaluation, medication management, case management, psychosocial
rehabilitation, assertive community treatment, and liaison services with the state institutiors.
The target population is adults with serious and persistent mental illness, such as
schizophrenia. Approximately 8,000 to 10,000 adults are served annually. Unlike most
states, Idaho’s county governments do not financialy participate in supporting ®rvices.
Idaho has incorporated some of the most promising new approaches to effective treatment,
such as assertive community treatment and psychosocial rehabilitation. In these approaches,
the focus is on community reintegration and independent housing and employment.

DHW I nformation Systems

Jeff Harris, DHW, outlined the concept of “eGovernment” for the Committee, defining this as
the leveraging of technology to be more efficient and effective in achieving the business goals
of the Department. He then highlighted three phases of the Department’s effort to improve its
use of technology — the development of a common directory of participant information, the
development of a system for common registration of individuals served, regardless of the
specific program in which they are served, and the creation of a system that provides access to
selected Department information by service providers. (See attachment)

Charlie Wright, DHW, then outlined the timetable for implementation of the revised data
processing system, which will eventually replace the outsourcing of this system, noting that
by 2004, al phases should be largely completed. He also pointed out that these improvements
have been funded primarily with federal, rather than state, funds.

Co-Chair John Kee complimented DHW for the quality of the work underway.

Public Health Districts

Carol Moehrle, District Director of the North Central District Health Department, provided a
briefing on the Idaho’s seven Public Health Districts, which cover the same multi-county
areas as the DHW districts.  The health districts were established by the Legidature in 1970
to assure that preventive public hedth services are available to Idaho's 44 counties. In
general, the seven districts offer similar services and these are as follows:

Environmental Health Reproductive Health
Food Protection Children’s Special Health
Solid Waste Program
Onsite Sewage HIV/AIDS
Public Swimming Pools School Health
Water Systems
Day Care Health Promotion

Physical Health

Communicable Disease
Prevention

Immunizations

Women, Infants and Children
Nutrition

Diabetes Prevention

Injury Prevention

Tobacco Prevention

Car Seat/Safety Belt Promotion
Breast and Cervical Cancer
Screening

Public Health Preparedness



The Hedlth Districts are funded through Public Health Fees 14%, State General Fund 23%,
County Contributions 15%, Contracts 37% and Home Health Fees 11% (in Districts 1, VI, and
VII). The Health Districts are not state agencies or departments but are special districts
created by the Legidature. While the Health Districts are not part of DHW, they have a close
working relationship through the delivery of delegated and contracted public health programs.

Recommendations for Cost-Savingsin the Delivery of Health Services

Scott Burpee, Director, Valley Vista Care Corporation, addressed the Committee reporting
that a group of individuals providing services to the elderly and the mentaly and the
developmentally delayed populations had recently formed the “Coalition for Long Term
Solutions’. This coalition was created in an effort to examine the current budget crisis in
health services and to develop recommendations to address this crisis.

Scott provided Committee members with a copy of the Coalition’s report entitled, “Coalition
for Long-Term Solutions, State Budget Saving Recommendations’, which is divided into
three parts — short-term proposals, long-term proposals, and comments on announced
cutbacks/holdbacks.

Considerable discussion took place about the impact of some of he cutbacks/holdbacks,
specifically targeted case management.

Self-Directed Services & Support —a Consumer Driven Approach

Marilyn Sword, Executive Director of the Idaho Council on Developmental Disabilities,
explained that the Council, comprised of 23 gubernatorial appointees, is authorized under
state and federal laws to provide public education and awareness about developmental
disabilities, promote quality services and support for individuals with developmental
disabilities, monitor and evaluate policies, plans, and services provided by public agencies, to
represent concerns of people with disabilities, and encourage citizen participation in public
policymaking.

The Council has established the Idaho Task Force on Self-Determination to help develop a
service system consistent with the concepts of self-determination. The Task Force has
identified the following guiding principles for self-determination:

% All individuals shat be treated with dignity and honor.
% All individuals shall have authority and control over their life decisions.
% All individuals shall have the right to make and be responsible for their choices.

Tracy Warren, Self-Determination Task Force, noted that the self-reliance and self-directed
approach will lead to demands for change in the current delivery system for the
developmental disabled. It will also require a change in thinking — a new belief that the
individual has the capacity to choose what is best for them. Tracy presented a comparison on
how a self-determination model would operate compared to the current developmental
disability service delivery system. The self-determination concept builds on utilization
management and allows for more individual control over allotted public resources and
flexibility in the types of support that may be purchased from service providers. The four
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essential elements to a participant-driven approach to a service system are individual budgets,
apersonal broker, afiscal intermediary and freedom of choice of service provider.

It was suggested that this concept be piloted in a selected area of the state to test its feasibility.

In response to Committee questions regarding potential barriers to implementing the self-
determination approach, Marilyn noted that some current service providers would be
threatened by the change and would resist due to the fear of being put out of business. Also,
to implement this model, the State would need to broaden the Medicaid waiver to allow for
more flexibility and the State Medicaid plan would need to be revised. Kelly Buckland noted
that one of the biggest changes and benefits to the model is that non-Medicaid-approved
services could be purchased from non-approved providers.

Soliciting Public | nput

Some discussion took place regarding the prospect of rolding town meetings to solicit input
from the public on the issues before the Committee and it was agreed that the Co-Chairs
would discuss this with the Task Force Steering Committee. The Committee agreed that if
town hall meetings were held that draft recommendations should be developed to which the
public could respond in these forums.

The Co-Chairs aso agreed to attempt to clarify the role of the Health Committee on those
issues in which there is overlap with the work of other Task Force Committees (e.g.,
substance issues, which is both a health-related issue and an issue of public safety, as it relates
to the correctiona system).

DECISIONS MADE

The Committee agreed that while they had heard a number of viable ideas to effect cost-
savings and/or cost-avoidance, one of the needed pieces of information is a baseline of costs
for the services currently provided. DHW was asked to provide this information.

There was considerable discussion about the relationship between the Committee and a
legidative task force appointed by the Speaker of the House to study Medicaid issues; it was
agreed that while there is a need for communication between these two entities, the
Committee should not limit itself to making only those recommendations that are consistent
with those of the other body.

It was decided that additional information about the availability of health services is needed
before the Committee can begin developing recommendations.

Copies of reports/handouts discussed at the meeting will be posted to the Task Force website,
http://www.idaho2020taskforce.us where possible. Committee staff will make copies of other
materials available upon request.




ASSIGNMENTS

Assignment To Due Date
Report from Independent Assessment Provider
(IAP) used in Utilization Management Project DHW Prior to next
meeting
Budget information for each state institution;
Information on the effect of budget cutbacks by
institution DHW Next meeting
Baseline costs of providing existing services DHW Next meeting
Convening of speakers for next meeting on
following topics
% Medicaid
= Prescription usage
= Healthy Connections
v DHW Progress on Recommendations in| IDOL staff Prior to Next

Lewin Report

v State Childrens' Health Insurance Program
(SCHIP)

v  DHW Resporse to Report of Coalition for
Long Term Solutions

% Community Health Centers

%  Substance Abuse

% County Indigent Services

Meeting

NEXT STEPS

The next meeting of the Committee will be November 7, 2002 from 9:00 — 5:00.




Attachment

Department of Health and Welfare
e-Gover nment Proj ects Overview

A-Med

Background EPICS (Welfare and Medicaid eligibility system) was
implemented in the mid 1980’s. This legacy system has
become difficult and costly to maintain; some
enhancemernts required for our business are cost
prohibitive to implement. Medicaid eligibility functionality
is a trouble spot in the system. Field staff performs some
work manually because the system does not support it.

Purpose Implement an automated system for determining Medicaid
eligibility and reengineer the associated business
processes.

Future A complete replacement of the EPICS system in 5 years.

Opportunities Completing the project provides the Department with a
solid foundation for replacing the EPICS system. It
provides us with the tools, knowledge and experience
required to achieve a major legacy system replacement.

Common Directory

Background Each service delivery system in the Department had its
own directory of clients. Clients served by one
program/system were not known to other systems. This
resulted in duplication of efforts by Department staff and
added the burden on clients to provide duplicate
information for each program they applied for. Cross
program analysis was difficult and ofte n impossible.

Purpose Implement a common directory of clients for the
Department. All persons applying for and receiving
services from the Department will be entered into a single
common database.

Future Creates a link by client for all programs, making it possible
to build an Enterprise Date Warehouse and examine data
across programs.

Opportunities Foundational functionality for the Common Registration
and Enterprise Date Warehouse.




Common Registration

Background

The Department operates and maintains 8 major service
delivery systems, all of which have registration
functionality. This duplication of system code, needing
personnel and contractor time to maintain separately,
results in higher system maintenance costs.

Purpose

To implement a single system that meets the
Department’s needs for client registration for services and
connect all service delivery systems to the Common
Registration system.

Future

A single point of entry for all service delivery systems.
Improved frontline service.

Opportunities

Creates opportunity for service delivery realignment and
reengineering, resulting in cost savings: single entry point
for services (one stop shop), providers enrolling clients
directly into Medicaid and customer application through
the internet.

Medicaid Fraud DSS

Background

Medicaid data is complex, creating a situation in which
guerying and data access through one -time reports is
problematic. Report requests can take months to
process. Medicaid fraud success is dependent on quick
access to data. Because the AIM system, which contains
the Medicaid data, is maintained by an offsite vendor
direct access to the data limited.

Purpose

To implement a Decision Support System with improved
access to simplified data, acquisition of query and
analysis tools for accessing and working with data and to
give Department staff appropriate and direct access to
data.

Future

Completing this project provides the Department with the
tools, knowledge and experience to development,
maintain, staff and plan the Enterprise Data Warehouse.

Opportunities

Improved fraud investigation, program knowledge for
executives for researching cost savings and access for
front managers to the data needed to improve customer
service.
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Enterprise Data Warehouse

Background

An enterprise data warehouse provides the Department
with the ability to turn data into information. The
Department is data rich and information poor because
there are currently limited cross program and Department
reporting capabilities.

Purpose

To implement a Department Enterprise Data Warehouse,
in which the Department’s diverse program and support

systems data are combined. This creates the opportunity
for data marts, data mining and data exploratory systems.

Future

A 3to 5 year project that provides complete access,
reporting, querying and statistical analysis capabilities for
all Departmental data.

Opportunities

Improved knowledge spanning programs creating
opportunities for greater cost savings, preventative
actions and improved customer service.

Web Access for Providers

Background

This is an effort to provide access to specific claim and
program information to the Medicaid provider via
electronic media in a cost efficient manner that will bring
Idaho's Medicaid program even greater benefit from the
MMIS investment Idaho has already made.

Purpose

The Medicaid Web Access for Providers project will
develop an alternative method for Medicaid Providers to
obtain information about the program, claims codes and
status, payment processing status, and client eligibility.

Future

Completing the project provides the Department with a
solid foundation for implementing future secured web sites
and applications for Idaho citizens, partners, and
providers. It provides us with the tools, knowledge and
experience required to achieve an Internet presence
geared toward serving our customers and supporting our
business partners.

Opportunities

MWAP establishes a delivery mechanism to place A-Med
in the providers’ offices.
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The meeting was called to order at 9:00 by Committee Co-Chair Jack Riggs, followed by
introductions and a review of the agenda.

Co-Chair Riggs referred Committee members to a copy of a “recommendation template” in
their meeting packets, noting that this is the format that the Task Force expects Committees to
use in the development of recommendations for Task Force consideration. He added that the
full Task Force will vote on each recommendation brought forward by each Committee and
that the recommendations the Task Force will deliberate on December 3 will be those of
Immediate consequence to the Governor and the Legislature.

D1SCUSSION

Medicaid — Prescription Usage

Shawna Kittridge, DHW, provided an overview of DHW’s Medicaid pharmacy cost
avoidance strategy. Shawna explained that drug expenditures were increasing overall and that
nationwide Medicaid drug expenditures rose on an average of 15% annually from 1990 to
1998. I|daho's Medicaid pharmacy expenditures totaled $114.2 million in state fiscal year
2002 and this represents a 14% increase over the previous year.

Shawna cited three main factors contributing to the rapid rise in drug expenditures — an
increase in the number of prescriptions dispensed, the higher cost of newer drugs and the
higher costs of drugs in general. In an effort to address the rapid rise in Medicaid drug
expenditures, DHW has implemented a pharmacy cost avoidance strategy. The cost
avoidance strategy includes such elements as implementing decreased reimbursement rates
and limiting early refills of prescriptions, requiring prior authorization for ron-generic drugs,
expanding reimbursement for generic products, review of clients with multiple prescriptions,
tighter quantity override processes and prior authorization of selected therapeutic drugs.
Additionally, DHW is implementing a Cyber FORMANCE software program that will provide
tools to better manage the Medicaid pharmacy program. DHW projects that with the cost
avoidance strategies in place there will be a 3.4% increase in pharmacy expenditures in state
fiscal year 2003, compared to the previous annual expenditure growth rate of approximately
15%.

Shawna noted that making changes in Medicaid expenditures is difficult due to many factors,
including patient behavior, doctors prescribing habits, drug marketing, pharmacists
behavior, and drug industry lobbying. DHW is moving forward with severa efforts that
include quality improvement studies, simplifying administrative processes, exploring
opportunities for multi-state coordination, continuing to improve management tools and
implementing evidence-based decision making, including the development of a preferred drug
list.

In regards to the rapid rise in Medicaid prescription costs, the Committee had several
discussions including the pros and cons of co-payment requirements, the changing attitudes
and expectations in physicianpatient relations, the impact of drug advertising, the potential
for overall medical cost reductions due to improved drug interventions and the concern that
the use of generic drugs will not work in all cases.



Healthy Connections

Marnie Basom, DHW, provided a report on Healthy Connections, a managed care program
that links clients to a consistent health care provider. The program is designed to improve
access for clients, reduce duplication of services, reduce occurrence of medical complications
and promote timely service delivery to avoid more costly medical emergencies. Under the
program, physicians are paid a monthly fee to administer services within the program.

As the Healthy Connections program has been effective in improving health care while
reducing Medicaid costs, DHW has been promoting expansion of program services.
Enrollment in the program has increased from 28.8% in July 2001 to 49.1% in November
2002